THE OUTLOOK 


Railroad Refunding Plan—Discount Rates and the Trend of Money—The Shipping Board Tangle— 
Foreign Debts—The Market Prospect sad 


HILE trade sentiment appears to be slightly im- 
improved, basic conditions are about the same as 
during the past few months. With the exception 

of textiles, shoe and tire manufacture, the industrial situation is 
extremely depressed. 

The public still emphasizes its attitude of conservatism 
with regard to purchases and will probably continue to do 
so except in instances where prices are at last attractive. The 
present situation is characterized by great competition in most 
lines. Stocks on hand are still large and much progress re- 
mains to be done with regard to liquidation. Despite these 
handicaps, it is noticeable that sentiment is better. The feeling 
is that broadly conditions have turned and that by Autumn 
there will be at least a partial recovery in activity. 


* * 


RESIDENT HARDING'S plan for 
helping the railroads so far as made 
known in outline is simple. ‘The railroads 
are liable to the government for capital ex- 
penditures made on their behalf during the war and they are 
creditors of the government for sums due as a result of under 
maintenance and other items. These might be offset against 
one another but as the roads need cash it is now planned 
to let them give their bids to the director of railroads in satis- 
faction of their obligations while at the same time to direct 
or transfer the bonds to the War Finance Corporation. The 
latter has a cash surplus on the books of the Treasury amount- 


HELPING THE 
RAILROADS 


ing to over $400,000,000, which may be used for this pur- 


pose if permission is given. Then the corporation might 
dispose of the bonds either with or without its endorsement 
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according as circumstances may demand. In this way, a 
better access to the market than could be acquired by prob- 
ably any of the roads individually will be obtained. 

It is too strong to say that this scheme does not involve the 
government in any new liabilities inasmuch as it at least in- 
volves the necessity of temporary financing and of providing 
the funds for such financing while in the event of sale of the 
railroad bonds the government certainly must stand behind 
them until they are paid. Still it is true that if the bonds 
work out well and are settled, the whole obligation will be 
paid off without additional financial obligation on the part 
of the Department. Possibly this may be as easy a way of 
disposing of the situation as can be found. /t will at all 
events aid very materially in assisting the roads to regain the 
financial position they have so largely lost. That the public 
sees the possibilities of the plan and appreciates them is evi- 
dent from the fact that the stocks of leading roads have 
held their own so well during the past week or two while 
the matter has been under consideration. 


* # 
HE action which has been predicted 


for some time past was taken by the 
Bank of England and by several of the 
Federal Reserve Banks during the past 
week when a reduction of discount rates from 6 to 514 
per cent was announced. Since then the step has been the 
subject of almost continuous discussion in financial circles 
both here and in London but the reduction has now, on the 
whole, been approved by conservative financiers. Ain evi- 
dent feeling in many circles has been that such an act was 
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hot warranted at this time and that it could not be expected 
to result in a corresponding reduction of rates of interest ia 
the commercial market. As a matter of fact, the call rate 
has been lower since the reduction was announced, but there 
have been many occasions during the past Spring when the 
call figure was about as low as it is today notwithstanding 
that the rediscount rate at that time was 6! to 7 per cent. 

No considerable reduction either in time money or in com- 
mercial paper is yet to be perceived—none, at least, that 
has an evidently permanent quality. The truth of the matter is 
that the rediscount rate does not of itself affect the commer- 
cial rate in any direct way and that the real question at the 
present time is whether the Reserve Banks have or have not 
decided to alter their policy of credit control. If they have 
determined to enter upon a regime of more liberal credit 
granting the effect of the rediscount change may be to alter 
commercial rates at least for a time, although it should always 
be remembered that the commercial rate is a payment for 
capital while the bank rate is a payment for the use of credit, 
and that one cannot permanently alter the other. 

* 8 # 

HE finances of the Shipping Board 
have necessarily assumed a foremost 
position in the public eye in view of the 
disclosures made by Chawman Lasker as 
a result of his initial investigations into the Shipping Board's 
position. He finds that the expenditures of the past year 
have been in the neighborhood of $600,000,000, of which 
only about $300,000,000 is income from operations. For 
the fiscal year now opening, he estimates that an additional 
appropriation of about $300,000,000 to cover deficits must 
be made by Congress. The accounts of the Board are in 
hopeless confusion, and a disastrous situation has developed 

under the former management. 

In order to meet this situation, the new management of 
the Shipping Board has obtained the services of competent 
operating officials, and has begun the withdrawals of vessels 
from concerns’ which have failed to meet their obligations 
under contracts. ill this makes an unpleasant episode, but 
one which could easily have been predicted, since the essen- 
tial facts in the case have been well enough known to all 
those who have been following financial developments during 
the past two years. The state of things described emphatically 
calls for “cleaning up’; but, beyond this, it also emphasizes 
the necessity of the government's going out of the shipping 
business. i oe 


ISCLOSURES made during the past 
week or two have indicated the ex- 
BANKING istence of unfortunate banking conditions in 
—— a number of directions. The worst “‘situa- 
tion,”” it would seem, is that which grows out of the Cuban 
sugar loans in which it would appear that from $150,000,000 
to $200,000,000 of American banking capital has been 
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“tied up.” Reliable reports now show that a large fraction 
of this amount, which was being carried in the form of ac- 
ceptances that had been issued for one of the greater produc- 
ing companies in Cuba, has been extended so that it does not 
constitute an immediate menace to the financial market at the 
present time. The fact remains that it must eventually be 
liquidated, and that the question whether it will be or not is 
an open one. Considerable loss to banks is certainly threat- 
ened, and a somewhat similar condition seems likely to de- 
velop in connection with sundry other commodities which 
have been financed along lines of nearly identical character. 

It is a regrettable fact that so much of these dead or 
“frozen” loans has taken the form of bankers’ acceptances, 
especially in view of the effort that has constantly been made 
to show that acceptances were unquestionably liquid paper 
as to which not even the shadow of a doubt could reasonably 
be entertained. It now appears that they are subject to the 
same doubts and questions as other paper and that a good 
many of those on the market are really obligations that have 


_ been given with warehouse commodities as security—so that 


their liquidating power depends entirely upon the liquidating 
power of the goods themselves. This raises an important 
financial problem for the future which is especially urgent in 
view of the wide distribution of the acceptances that has 
already been secured, many banks holding them as invest- 


ments in which to carry their “‘secondary reserves.” 


* & 


HERE has been a distinct change for 

the better during the past two weeks, 

represented chiefly in the willingness of in- 

vestors to buy. Both bonds and stocks 

have apparently become attractive to those with available 

funds, and a discriminating purchasing movement is under 
way. 

These investors are separating the sheep from the goats, 
and are buying the securities which have apparently passed 
through the worst of the depression in their respective fields, 
in which there is little likelihood of further changes in the 
dividend rates, and where the future is comparatively clear. 

The raiding of certain stocks and the liquidation in cer- 
tain quarters do not interfere with this absorption which is 
important and likely to be far-reaching in its effects even 
though interrupted or withheld from time to time owing to 
unfavorable influences. 

We expect a continuation of this sorting out process, but 
are of the opinion that the increasing number of distinctly 
favorable influences in the situation will tend to outweigh 
what remains to be cleared up of the depression. 

Having recommended, for a long time past, the purchase 
of high grade, long term bonds, we now believe that it is 
time to buy the best railroad, industrial, public utility, and 
other stocks in companies whose finances and earning power 
have withstood the depression. 
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oO” Investment and Business Service nat only presents a weekly summary of the 
changes in numerous industries, but calls attention to important changes in the 
trend of securities. We issue Special Letters whenever these changes occur. 
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OST of us feel that we have to have 

shelter from the elements. Some of 

us would like to have homes so that we 

could have privacy as well as shelter. 

Most of us do not take kindly to the 

thought of going back to the cave, but we 
may have to come to it, 


The housing problem and rent extortion 
are legacies of the war. High prices gen- 
erally also came as legacies, but these 
have been and are being adjusted so that 
the people are satisfied. High price of 
shelter continues,—is not being adjusted, 
and the people are not satisfied. 

It doesn’t take figures and statistics 
and tables and graphs to prove that 
food and clothing prices are lower than 
they were a year ago, and that rents 
and realty values are not lower than 
they were a year ago, but, in some in- 
stances, are higher. 

This situation is subversive of the 
best elements and impulses of our lives. 
It crushes out the homing instinct and 
threatens to make us a nation of 
wanderers. “Few men care to shoulder 
a musket in defense of a boarding 
house.” 

Then there is the economic side of the 
question. Excessive rentals is killing to in- 
dustry. Men and women—at least the very 
great majority—have a stipulated income. 
Certain fractions of that income are avail- 
able for certain purposes. When any one 
necessity requires a part of the income out 
of all proportion to the amount allotted 
therefor, it becomes necessary to retrench 
elsewhere. Thus, people’s buying power 
is restricted, and inasmuch as all indus- 
tries are dependent upon the buying power 
of the masses, all industries suffer. 

What is at the root of the housing prob- 
lem? Is the situation growing worse or 
better? What can be done to remedy it? 

A report of the Senate Committee on 
Reconstruction and Production estimates 
that from $10,000,000,000 to $20,000,000,000 
is necessary to provide for structural fa- 
cilities which would now be in use had 
there been no war, and of this amount, 
$5,000,000,000 are needed for the building 
of homes, 


New Construction Lagging 


According to figures published by F. W. 
Dodge & Co., construction activity in 
June, was 6% less than in May, al- 
though greater than in April. Contracts 
awarded during June in the 27 North- 
eastern States amounted to $228,000,000. 
The sections having most labor troubles 
showed decreased activity; 33% of this 
sum went for residential buildings. 

In the New England States, June con- 
struction was 14% less than May, and 43% 
of all construction was for residential 
buildings. 

New York and Northern New Jersey— 
increase of 8% over May, and 54% resi- 
dential. Middle Atlantic States—decrease 
of 27%, and 35% residential ‘Western 
Pennsylvania, West Virginia, Ohio, Ken- 
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How to Bring Down Rents 
Vice-President Bailey Analyzes Current Inflation 
Interview by WILLIAM McMAHON 


tucky and Tennessee—increase of 16%, 
and 20% residential. 

Central West, Illinois, Indiana, Iowa, 
Wisconsin, Michigan, Missouri, Kansas 
and Nebraska—decrease of 16%, and 25% 
residential. 

Minnesota, North and South Dakota— 
increase of 12%, and 25% residential. 

New York City is behind the rest of 
the State in residential construction. 


On the Pacific Coast, new homes are 
being built, and rents are tumbling 
down. There’s a reason. I quote 
from Secretary Thurston of the San 
Francisco Contractors’ Association. 

“The San Francisco builders at last 
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Vice-President, Title Guarantee & 
Trust Co. 











have revolted from labor domination 
and on June 2; by unanimous vote of 
the Central Council of the Builders’ Ex- 
change, it was decided to resume build- 
ing construction operations June 13 on 
the American Plan. A fund of $1,000,000 
has been subscribed, largely by the 
banks and leaders of the Chamber of 
Commerce, and a complete organization 
is being formed so that within ten days 
there will be no arbitrary demands by 
labor.” 

Similar movements are on foot all. over 
the Pacific Coast. Material men and la- 
bor organizations will have to bargain 
with the public again for the first time in 
years, 

Frank Bailey’s Views 


Now, let’s get Frank Bailey’s views on 
this situation. Frank Bailey is vice-presi- 
dent of the Title Guarantee & Trust Co. 
and has made a lifetime study of real 


estate and building and finances, and no 
one knows more about this vexatious prob- 
lem of housing than he does. The first 
question I asked him was: 

“Will my apartment or my home cost 
me more next year than this?” His answer 
was, “New houses will cost less next year, 
and old houses more.” 

Question No. 2: 

“Should I invest in real estate under 
present conditions and at present 
prices?” Answer.—“None of the reput- 
able companies are making loans on 
current values. The Title Guarantee 
& Trust Co. are making loans on about 
140% of pre-war values. Such loans are 
good. 

“A mortgage on a small home, free 
from the fluctuations of shipping and in- 
dustrial movements and changes, is about 
the safest investment in the world.” 

I asked Mr. Bailey how the situation 
of high rents and inadequate housing fa- 
cilities could be relieved. 

“There are three contributing causes to 
under production and together they have 
stopped normal production, and have 
brought about this bad situation. One 
cause is the demand for better housing. 
The wage earner wanted a better home. 
There is some cure in sight now that there 
is a shortage of wages faintly discerni- 
ble, and also a shortage of jobs. 

“The three causes are lack of mortgage 
“capital, fictitious prices for material, and 
collapse of a fair deal on the part of la- 
bor.” 

“How could the mortgage shortage be 
remedied ?” I asked. 

“By exemption from taxation of at least 
$100,000 of mortgages. But it is not this 
alone which is the principal cause of the 
shortage, nor has the mortgage lender 
profiteered or increased the cost of ob- 
taining money for house construction, as 
have material and labor. It is absurd 
to blame capital for the housing short- 
age.” 

Some Figures 

Mr. Bailey gave me some concrete in- 
stances to prove his point. A flat, say, 
costing $40,000 to build and carrying a 
mortgage of $20,000, would have its cost 
increased $1,200 only, if for three years 
the interest paid on the mortgage was in- 
creased to 8%. The increased cost from 
other causes, as material and labor, is well 
known when one compares the prices the 
city is paying for standard school build- 
ings, In March, 1915, contract was let 
for school No. 93, cost, $267,000. March 
3, 1919, No. 129 cost $463,916; March 12, 
1920, No. 181 cost $822,000. 

Again in November, 1919, the Newtown 
High School was advertised for bids and 
the lowest bid was $780,000. The bid was 
considered too high, so the contract was 
readvertised and the lowest bid on January 
15, 1920, was $855,000. But the contractor 
refused to go ahead, so again the contract 
was advertised and was finally let in May, 
1920, for $987,000, an increase in six months 
of $200,000. 










































“The reason, therefore, that you have 
no building is that the houses cost too 
much, and mortgage capital is not to 
blame for that. The rate of interest on 
mortgages or cost of obtaining the 
same, did not enter into the increase in 
the cost of those schools. We must 
look for other reasons than 
the shortage of mortgage 


very long ago that 1,600 brick were laid 
by a good bricklayer. The tax upon the 
people of the city of New York and upon 
the rentpayers by the limited production 
of the union laborers is appalling.” 

Then I took down the following fig- 
ures: 


Assuming that there are 3,000 


layers work 200 days a year, $2,400,000, 


which would represent six eight-story 
apartments, or the housing of 192 more 
families per year. An equal amount 
is taken from the rent-payers by the 
plasterers, painters, plumbers, steam- 
fitters—in fact, all trades. The situa- 
tion now is: Assuming that 
there are 115,000 engaged in 





capital for the lack of hous- 
ing.” 

Then Mr. Bailey gave me an 
illustration of the second rea- 
son, the pyramidal prices of 
material. 

Common brick, pre-war 
prices, were $7.00 to $10.00 
per thousand, present prices are 
$32.00 to $35.00. Front brick 
are now $57.00 per thousand, 
against $21.00. Lath, $25.00, 
against $5.50. Lumber as high 
as $80.00 per thousand, against 
$28.00 and $32.00. No. 1 N. C. 
flooring, $140.00, against $42.00. 
Felt roofing, 16 cents per square 
foot, against 6 cents. Mr. Bai- 
ley obtained these figures from 
ex-Building Commissioner Pe- 
ter J. Collins, based on his ac- 
tual experience. 

“The facts are startling,” I 
mildly observed. 

“There can be but one ex- 
planation,” went on Mr. Bailey. 
“These extortionate prices indi- 
cate that somebody is exacting 
too much profit on materials. 
It is easy to find out who, and 
it should be a Congressional 
function to cure this condition. 

“A certain company with 
which I am _ very familiar, 
bought some cement from a lo- 
cal dealer. The local dealer 
refused to live up to his con- 
tract unless the price was ad- 
vanced. The builder refused 
to pay more, considering that 
the 30% additional demanded 
by the dealer was outrageous. 
As soon as that dealer, how- 
ever, found that the company 
named was getting cement di- 
rect from a manufacturer, he 
at once notified the manufac- 
turer to stop, as it. was break- 
ing the rules of the combina- 
tion. The manufacturer 
stopped. In the meantime ce- 
ment went to $5.10 per barrel, 
and the company must get 
cement or stop work.” 


The Domination of Labor 


Now listen to Mr. Bailey’s 
observations on labor. 

“The building unions have 
the speculative builder in their 
control in a greater degree 
than any other union with 
‘which I am acquainted. The 
Untermyer investigations have 
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The purchasing power of money, as represented by the cost 
of other commodities, apparently has no longer anything to 
do with its power as a rent payer. 

Money can buy almost everything else today at close to 
pre-war prices; but when it comes to rents and real estate, 
money seems to still be its weak, war-time self. 

Illustrating the point, a New York Architect, has sketched 
for us the above two floor plans. FOR AN APARTMENT 
IN THIS CITY OF THE STYLE SHOWN IN THE SMALLER 
PLAN THE LESSEE WILL PAY TODAY PRACTICALLY 
THE SAME AMOUNT AS AN APARTMENT OF THE 
LARGER TYPE WOULD HAVE COST HIM SEVEN YEARS 


Which, as has been remarked, “is neither good for morals, 
good for health, nor good for business.” 


the building industries, how 
long shall they dictate to 5,- 
000,000 people what kind of 
houses they shall have? 
“Capital will not produce 
houses with such labor condi- 
tions. At these enormous 
prices, apartments cannot be 


return upon the investment.” 

Mr. Bailey gave me figures 
showing net returns from an 
apartment house on Schermer- 
horn street, Brooklyn, and also 
one on Joralemon street. From 
one, daring the year 1916, the 
rent was $3,542; expenses, $2,- 
610; net, $932. From July 1, 
1919, to July 1, 1920, the rent 
was $4,800 and the expense 
$3,710, making the net $1,090. 
From the Joralemon street flat, 
July 1, 1916, to July 1, 1917, 
the rental was $3,758; expenses, 
$2,720; net, $1,038. From July 
1, 1919, to July 1, 1920, rent, 
$5,074; expenses, $3,947; net, 
$1,127. These are figures of an 
old house where the rents had 
been increased against the pro- 
test of the tenants, the owners 
receiving practically no more 
net. Coal and non-working 
labor had absorbed most of the 
increase in rents. 

“With such circumstances,” 
continued Mr. Bailey, “unless 
rents are further increased, or 
the cost of construction or re- 
pairs decreased, who will invest 
money in buildings for rent? 
The rent laws also hamper 
money and keep capital away. 
You can’t increase the number 
of fish by killing them. 

“Tt is not the rate per day 
demanded by labor, but the 
failure to give a dollar of work 
for a dollar of money that is 
preventing construction. It is 
up to the people.” 

The Remedies 

“What do you suggest as a 
remedy?” I asked. 

“Well, speaking for New 
York, let the National Gov- 
ernment loan one-half of the 
$63,000,000 on deposit in the 
Postal Savings Bank, in New 
York City, on bond and 
mortgage at six per cent. 
They now receive two per 
cent on those funds. 











not bettered things, either. The 

unions are using their power to 

such an extent that they have helped to de- 
stroy, if they have not destroyed, the spec- 
ulative building industry, and from the 
speculators arise 90% of the houses. I am 
advised by a prominent architect and 
builders of experience that 600 brick a day 
is the limit of a bricklayer. It was not 


bricklayers working in Greater New 
York. If they increased the number of 
brick laid per day from 600 to 800, 
they would lay 600,000 more bricks per 
day. The difference in the savings in 
labor at $20 per thousand would be $12,- 
000 per day, or, assuming that the brick- 


“Alter the building laws 
so that construction will be 
cheapened. 

“Restrict for 2 years the construction 
of unnecessary buildings. 

“Put some obligations upon the 
tenant so that the landlord does not 
bear the expense of the work and re- 

(Continued on page 517) 
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If the World Disarms— 


How Will It Affect Industry? 


An Interview with GEORGE E. ROBERTS 


7 ALL STREET wants to know what 

effect world disarmament would 

have on industry. Mos* men are for the 

project regardless of the consideration of 

material expediency, for we want no more 
war. 

Therefore, we grant the righteousness 
of disarmament, but would it pay in dol- 
lars and cents? Would it help industry 
here in the United States? Would the 
scheme add to the financial strength of 
Wall Street? Would it mean more pros- 
perity to the people? 

We believe that all classes of our people 
already have answered these questions, 
and that a loud “Yes!” is the universal 
chorus, and that this Yes will be heard in 
Europe and Asia and Africa and South 
America, and that every intelligent man 
will take up the cry. 


What Armament Costs 


How much have we spent on armament? 
How much are we spending right now? 
We all know that it is quite some con- 
siderable sum, but probably no one knows 
exactly. For the years, 1920-21, the Sec- 
retary of the Navy submitted naval esti- 
mates amounting to $582,631,000, although 
Congress granted only $483,279,000. For 
1921-22 he wanted $679,515,000 and less 
than a month ago Congress was so gen- 
erous as to appropriate $406,000,000. 

Then comes the Secretary of War with 
his bill of particulars, and more appro- 
priations. But in feeding the Navy man 
and the Army man, there are items other 
than the Congressional appropriations— 
there are deficits, committee expenditures, 
pensions and demands and calls galore. 

As a sample, listen to the Secretary of 
War before a committee of Congress: 

“What will the needs of the Army 
amount to for 1921-22, Mr. Secretary?” 

“About $692,000,000.” 

“But can’t this amount be cut down?” 
asked Mr. Anthony. . 

“No,” was the reply, “for when the esti- 
mates come in from the several bureaus 
and divisions, they will aggregate a vastly 
greater sum than this.” 

I inquired of a man who is in the steel 
business to state the effect disarmament 
would have on the steel industry. 

“It would help it,” was the reply. He 
said that in normal times, less than 5% 
of the manufactured products of the steel 
companies go into armaments. 


Vice-President Roberts’ Views 


But just how disarmament would help 
industry is best summed up by George E. 
Roberts, vice-president of the National 
City Bank. I put the question to him, re- 
ferring, first, to steel, the “keynote” in- 
dustry. 

“Disarmament will not harm the steel 
business, ‘but will help it,” said Mr. 
Roberts. “We are groaning under the 
armament burden. It is the one retard- 
ing influence in European rehabilita- 
tion. It threatens civilization. It is the 
chief industry of the world—an indus- 


for AUGUST: 6, 1921 --- >> ; 


try of sheer waste and folly. Cut it 
out and real industry would thrive 
everywhere, and where real industry 
flourishes there is prosperity. This, of 
course, means the steel industry along 
with all others. Instead of steel going 
into battleships, it would go into rail- 
roads, and construction work that is 
needed. 

“As a basic economic principle, waste is 
wrong. Think of the waste of building 
these battleships, costing from forty to 
fifty million dollars apiece, and then, after 
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GEORGE E. ROBERTS 


Vice-President of the National City 
Bank. 


Mr. Roberts just recently re- 
turned from a trip abroad where he 
had an opportunity to study the 
devastation, industrial as well as 
moral, wrought by war. His views 
on disarmament are a practical, 
working combination of idealism 
and common sense. 











a few years, sinking them in mid-ocean 
because they are obsolete!” 


Effect on Taxes 


I mentioned the subject of taxes. “Of 
course, armament might be considered di- 
rectly in connection with war. If so con- 
sidered, its cost is almost incalculable. I 
hold that naval and military preparation 
is a cause of friction, and also an evi- 
dence of it. Nations, like individuals, 
usually get what they are looking for, 
and armament is a constant irritant. 

“But eliminate the cost of the war and 
consider only the cost of armament. I 
know of no figures showing exactly the 
proportion of taxes that goes to the main- 
tenance of our army and navy, but it is a 
large proportion. Also, we know that our 
heavy burden of taxes impedes progress 
and prosperity. Out of my own income, a 


large share goes for taxes, and a large 
share of these taxes goes for armament. 
If it were not for the payment of these 
heavy taxes, I would have more money 
for investment, more to put in the stocks of 
new enterprises, more to put in bonds, 
Multiply me by millions, and you can 
see how things would boom. 

“Today business is in need of capital, 
and because capital is so hard to get, 
business suffers, and capital is so hard to 
get becauée it is diverted in the rushing 
channel of taxes. Corporations are taxed 
so that they can’t keep up their dividends, 
and when there are no dividends, business 
stops. 


The Futility of War 


“War is failure even to the victors. 
We have seen this to be so. We are 
struggling with the problem and with the 
burden. There was universal approbation 
of the Borah resolution which merely au- 
thorized and requested the President to 
invite England and Japan to confer with 
us to the end that naval construction in 
the three countries would cease for a 
term of five years. 

“But the President went the Borah plan 
one better. President Harding and Sec- 
retary Hughes went so far as to invite 
France and Italy along with England and 
Japan to confer with us for the purpose, 
not only of cutting down naval armament, 
but all armament. Also, they went into the 
Far Eastern problem which today offers 
the most imminent threat of war among 
the great powers that they have to con- 
sider. 

“There should be wonderful results from 
these conferences. There should evolve 
from them a new concert and understand- 
ing which would dissipate the fear of an- 
other devastating war. 

“Let all of us do what we can to further 
the cause of world disarmament, for it is 
right ethically and economically.” 


Views of Mr. Orth 


Mr. Charles D. Orth, president of the 
National Security League, said: 

“Disarmament must be accomplished if 
it is humanly possible, but it is a hope- 
less dream unless the other big powers co- 
operate. They will do so if their people 
want disarmament. In order to obtain a 
reliable report on the state of British senti- 
ment, we cabled to Captain Stanley Abbott, 
director of the Middle Classes Union in 
London, which is an organization in Eng- 
land similar to the National Security 
League: here. Our message was: 

“*Public sentiment favoring world dis- 
armament is rapidly growing in America. 
Does similar sentiment exist in England? 
Would appreciate your cabled views.’ The 
reply was as follows: ‘Strong feeling 
favors drastic reduction of armaments if 
universal.’” 

It is apparent that the people of this 
old world are heartily sick of seeing 
millions of dollars in their own money 
poured into an insatiable maw, turned 
into nothing finer than gunboats and 
powder. 
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Looking Forward to Autumn Trade 


Low. Output of Basic Industries—Improvement in Textiles and Railroads—Uncertain Status o 


ULY developments in business are usu- 

ally prospective rather than actual. 
During midsummer the business world is 
practically at a point of transition to the 
new trade situation which is to be devel- 
oped at the opening of autumn. The 
clearing up of old stocks in retail trade 
and the making of new contracts for man- 
ufacturing are in progress, but it remains 
to be seen what the final outeome will be. 
Nevertheless July, 1921, has been a month 
of considerable importance in its relation 
to business completed and prospective 
business growth. The indications now 
at hand undoubtedly point to a decid- 
edly greater degree of activity in the 
autumn and a corresponding advance in 
prosperity notwithstanding that it is 
not well to count too confidently upon 
the immediate prospects. 


Basic Industries Still Depressed 

The factor in the present situation which 
seems to cause greatest anxiety in the 
minds of many who are looking to im- 
provement in the financial outlook, is the 
continued depression of basic industries. 
This is shown by the continued falling off 
of unfilled orders in steel and iron, those 
of the United States Steel Corporation 
being down to 5,100,000 tons for June; 
in the demand for pig iron production, the 
June output being only 1,060,000 tons; in 
the continued lack of resumption of ac- 
tivity in copper and other non-ferrous 
metals, and in the relatively slow recovery 
of building operations. 

These conditions are reflected in the bad 
earning statements made public on July 
26 by the United States Steel Corporation 
in which an operating deficit for the pre- 
ceding quarter amounting to $4,500,000 
was shown, as well as in other unfavorable 
reports by companies producing great 
quantities of basic materials. Neverthe- 
less many of these reports, that of the 
United States Steel Corporation in par- 
ticular, are by no means as unfavorable as 
they would seem upon the surface, and 
considering the depression through which 
the industry has passed, are certainly not 
bad. It is also true that those industries 
which are last in readjusting themselves 
to new conditions are last in recovery and 
this is true as an element in the present 
business depression. Further readjust- 
ment in steel and iron prices has taken 
place during July and some good effects 
of it are already perceptible. 


Other Industries on the Upturn 

But on the other hand, some industries 
are distinctly on the upturn—notably those 
which had begun the process of readjust- 
ment early. Conspicuous among. such are 
the woolen and cotton textile lines. The 
American Woolen Co.’s opéning which 
occurred on July 25 showed very favor- 
able results and the entire output of some 
mills was completely booked in -advance. 


Foreign Trade 
By H. PARKER WILLIS 


Prices, too, were slightly stronger than 
they had been. A more prosperous out- 
look in -general woolen and cotton lines 
is also foreseen in specialties, such as knit 
goods, and influential] factors in the vari- 
ous trades are already making preparations 
for a much better autumn business than 
that of last year. 

Taking industry as a whole, tt -re are a 
good many bright spots in it. Unem- 
ployment, which has been so severe a 
factor during the past six months, has 
been relieved to some extent by the de- 
mand for labor on farms and by the slight- 
ly increased demand in manufacturing. 
It is a hopeful symptom that the railroads 
have summoned back considerable num- 
bers of men to their repair and construc- 
tion shops and that their own cperating 
returns are making a better showing from 
month to mouth. 


Money Conditions Favorable 

The better outlook in business is sub- 
stantiated by the fact that the volume of 
current transactions has increased as is 
shown by the larger use that is being made 
of credit. The graph for debits to indi- 
vidual account which is presented herewith 
monthly for the purpose of showing the 
degree of activity of business as measured 
in terms of credit, indicates revised fig- 
ures for May of $32,645,000,000 while for 
June the figures are $33,088,000,000. Con- 
sidering the fact that there would probably 
be normally a falling off in June due to 
seasonal slackness, these figures are hope- 
ful as pointing to an enlarged use of bank 
credit in business transactions. 

Reduction of money rates at several Fed- 
eral Reserve Banks to 51%4% has been fol- 
lowed by a slight and partial correspond- 
ing cut in call money which has at times 
gone as low as 314% and in time money 
which has fallen to 534%, while commer- 
cial paper has been 634 per cent. . The at- 
titude of the general banking community 
is doubtless adverse to an extensive cheap- 
ening of money rates pending the time that 
such a reduction occurs through the nat- 
ural increase of supply. 

The fact remains that the supply is 
steadily readjusting itself to demand and 
that, taken in conjunction with lower re- 
discount charges at the neserve banks (a 
fact that exerts at least a psychological in- 
fluence), the tendency of interest is down- 
ward at the same time that the supply 
of funds is at least moderately increasing. 
Remembering that on the present lower 
basis of prices and costs agricultural pro- 
ducts will undoubtedly require a much 
smaller amount of funds during the crop 
moving period this year than last, it is 
evident that there is a good prospect for 
decidedly more abundant money in the 
near future. 

The Stock Market 

How this situation affects the stock 
market can be understood from an ex- 
amination of the status of prices in bonds 
and some classes cf securities. The ac- 
companying graph shows the average 


range of twenty-five industrial stocks at 
76.50-71.20, while the index of corporate 
credit is given as 5.42. These figures in 
part compare favorably with the last 
preceding records as shown on the chart 
and reflect a distinctly stronger condi- 
tion in the securities market. Where a 
falling off is indicated, it is offset in the 
returns for the latter part of the month 
which show a distinct upward trend in 
bonds. 

As remarked on former occasions, the 
bond market is usually the first to feel 
the upward thrust of ordinary demand 
and better buying, and ordinarily antici- 
pates advances in stocks by a considerable 
time. This makes the better range of 
prices which has been noticeable for some 
weeks past particularly interesting. The 
stock market has suffered from some ser- 
ious setbacks, due partly to the outcome 
of the sugar situation, and partly to the 
result of unfavorable dividend action by 
boards of directors, yet for a month past 
it has been obviously on the road to 
rather better conditions. Trading is cer- 
tainly of a highly professional character, 
and the outside public has not come back 
freely into the market, but this is a situ- 
ation which will be corrected as business 
recovery proceeds. 

Commodity Prices 

The changed situation in the securities 
market is also reflected in commodity 
prices. It is more and more apparent 
that the general downward movement of 
prices has been arrested-and that in some 
lines a retrograde movement has set in. 
True, the Government’s indices, so far as 
available, show still a slight net down- 
ward tendency, but this is to be accounted 
for by the price changes of some articles 
whose readjustment has been rather be- 
lated, especially steel and iron. 

On the whole, prices of immediately 
consummable commodities are holding 
their own and it would seem probable 
that price recovery would be general so 
soon as a greater activity is brought about 
in some essential industries such as build- 
ing. In foreign countries the downward 
movement of prices is seemingly ap- 
proaching its end, except where depres- 
sion of currency values acts as an ob- 
scuring influence. These cases, however, 
may be safely disregarded since the price 
movement as measured in paper is differ- 
ent from the gold value of commodities. 
Commercial price indices for this country 
show a decidedly more stable position of 
Prices, a as is illustrated by the accompany- 
ing graph which shows Bradstreet’s in- 
dex as 10.61. The slight further -fall 
which is indicated in general prices is at a 
decreasing rate and shows the approach 
of the-end of the downward movement. 


Foreign Trade Situation 
While it continues to be true that for- 
eign trade is in an unsatisfactory state, 
the indication that business in that de- 
partment has also turned the corner is 
(Continued on page 510) 
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Government, Business & Co. 
Should We, or Can We, Dissolve This Partnership? 


6s ET the Government out of business” 

is a nice sounding presentable slo- 
gan. It looks well in print, is euphonious 
enough, and undoubtedly inspirited by 
honest motives. But can the Government 
get out of business, and would a complete 
withdrawal benefit more than injure? It 
is useless to argue the point that the Gov- 
ernment should never have put an inquisi- 
tive finger in the business pie. 

Years ago, really, the Government saw 
fit to point an admonitory hand at certain 
forms of business, and then proceeded to 
do more. The Anti-Trust Laws which 
resulted in the disintegration of the Stand- 
ard Oil and Tobacco “trusts” are matters 
of relatively long standing history. Su- 
pervision of the railroads, gradually grow- 
ing more severe, was another outstanding 
feature of governmental pre-war interest 
in business. Regulation of so-called “big 
business” was probably due as much as 
anything else to the radically inspired 
opinion that capital “owned” the Govern- 
ment, labor, the middleman, and all sources 
of production and distribution. 


When the Relationship Began 


Around about the period of 1910-1911, 
the idea grew throughout the country that 
business needed overhauling by Govern- 
ment authority. Expressed in a political 
way, it was a revolt against “standpatism,” 
and somehow “standpatism”’ came to 
mean, among other things, subservience, 
or at least indifference, as to whether 
business was or was not conducted along 
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By JOHN MORROW 


the lines of the greatest good to the great- 
est number. 

When the war came, the Government, 
in the face of the great emergency, was 
forced to take direct control of our pro- 
ducing and distributing industries. There 
was need for “one big boss,” and no one 
was disposed to question the practical 
seizure of business by Government au- 
thority. Business men went to Washing- 
ton to work, to fret, and to struggle 
through red tape at one dollar a year. 
They learned what “Government” was 
like and how it did business, and the 
Government learned that all the brains of 
the country were not in Congress. 

There are four main directions from 
which the Government comes in direct 
contact with business—control and regu- 
lation of the railroads, the collection of 
income and excess profits taxes, Federal 
Reserve banking system, and the Shipping 
Board. The Government took the rail- 
roads over during the war period, op- 
erated and, in effect, subsidized them, and 
then turned them back in 1920 to their 
owners, leaving a mass of complicated 
accounting to be untangled. 

To use the railroads during the war 
emergency cost the Government something 
like two billions, and the final balance 
sheet remains to be struck. The Govern- 
ment, by the Transportation Act of 1920, 
recognized the right of the railroads to a 
“living wage,” and if this living wage has 
not worked out, at least the. intent is 
present. Is there anyone who believes 
that the Government can divorce itself 
from the railroad situation if it wanted 
to, or are there many who think such 


a step would be advisable? The prob- 
lem is not the divorce of Government 
and railroads, but rather the establish- 
ment of fair-minded co-operation. 


That Merchant Marine 


Whether it is going to cost the country 
two billions or four to have built and op- 
erated a merchant marine during the war 
no one knows, but one established fact is 
that the whole situation is a mess, and 
that probably much of the expense is un- 
recoverable and will_have to be charged 
off as war expense, which it undoubtedly 
was. The criticism is not that the Gov- 
ernment rushed in to build ships, but that 
the construction and operation were need- 
lessly costly. The Shipping Board built 
something like 2,000 ships, many of which 
are tied up at docks, idle and unproduc- 
tive. Many of these ships cost from $150 
to $200 a ton, whereas today ships can be 
constructed or purchased at less than $100 
a ton. 

We have new “receivers in bankruptcy” 
to represent the taxpayers in the shipping 
business, and may it not be better to 
allow these receivers time to work out 
of the mess, and perhaps salvage some 
of the taxpayers’ money, rather than 
to advocate that the Government should 
immediately divorce itself entirely from 
the shipping business, charge off cost, 
and turn over at ridiculous prices to 
private owners cargo carriers, at a time 
when the ocean transport business is 
almost stagnant, and when rates have 
hit the bottom of the chute? 

In time the opportunity may be un- 
covered for a liquidating dividend, and it 
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would perhaps not be fatal if the Govern- 
ment were to be connected with the ship- 
ping business for a considerable period to 
come. 


The Federal Reserve System 


The establishment of the Federal Re- 
serve banking system—against which there 
can be no just or well-founded criticism, 
and which has proven itself to be a verita- 
ble bulwark in times of business depression 
—is an agency which has placed the Gov- 
ernment as close to the business of the 
country as anything could. Through the 
operations of the Federal Reserve system 
the Government is in position to keep in 
touch, as never before, with the trend and 
general status of conditions, and if this 
knowledge is intelligently used at Wash- 
ington there can be no greater aid in 
establishing harmonious co-operation be- 
tween the Government and business. 

The tax question, more than any other 
one thing, caused irritation on the part of 
business men toward the Government. But 
the income tax is here to stay, and as long 
as it stays it will furnish another link 
between Government and business, and if 
a sales tax were enacted, another point 
of contact would be established. 


Oil—Labor—Foreign Trade 


In the great world race for oil, we have 
an excellent example of what it means for 
the Government to be in business. With- 
out the backing of the Government it is 
doubtful whether our oil pioneers would 
be able to operate outside of their own 
country. It is only necessary- to cite 
President Harding’s recent remarks to 
the effect that every effort must be bent 
toward the development of oil in foreign 
fields, and that in those fields, there must 
be protection for American investors. This 
applies particularly to Mexico, and sharp- 
ens the question of the recognition of the 
Mexican Government, and who is more 
anxious to have Mexico recognized—the 
law-makers or business? Who is going 
to get the greater benefits if conditions are 
stabilized in Mexico, and our southern 
neighbors learn to adopt conventional 
methods of doing business with outsiders? 

When it comes to relations between cap- 
ital and labor, the Govefnment is again an 
active factor and perhaps the most im- 
portant one. The principle has been al- 
most irrevocably established that in great 
labor disputes the Government must be 
the arbiter and mark the way toward 
equitable settlement. It is difficult longer 
to settle labor disputes privately. 

Turn for a moment to the questions on 
foreign trade involved in the ten billion 
dollar loan to Europe. Our Government 
must establish a method for funding this 
debt, for paying it off, and must decide 
all the ramified questions and problems 
almost sure to arise from the situation. 
It is a problem which daily walks with 
our business world. - 

As a less important sidelight there is 
the Cuban sugar situation; an economic 
condition, for which there is no govern- 
mental cure, dragged the sugar industry 
down to the pit of depression, and pre- 
cipitated shares of established sugar com- 
panies to lowest levels. If it is found 
that the best method by which to start 
Cuba on the road to recovery is a $50,- 
000,000 loan, it is the United States Gov- 
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ernment which is going to say “yea or 
nay.” 
Where Is the Hercules? 


The Hercules has not appeared who can 
get the Government out of business, and 
it is at least debatadle as to whether it is 
advisable to have the Government get out 
of business. In the past Government and 
business knew too little about one an- 
other. Once, the nearest approach to pol- 
itics that the business man made was when 
he listened to appeals for campaign con- 
tributions, and perhaps now and then 
heard impatiently the clamor of a strong- 
lunged candidate. His voting was largely 
roufine, uninspired, and he frequently in- 
herited his politics. Business ran along 
“routinely,” unhampered and unfettered 
by investigation, regulation and super- 
vision by agents who had Government au- 
thority to back up their activities. In spite 
of the Anti-Trust suits and the increasing 
supervision over the railroads, the average 
business man did not lose any sleep wor- 
rying over what Congress might or might 
not do. That condition of mind is a relic 
of bygone days. Would not this develap- 
ment be more strengthening to the welfare 
of the nation than “Get the Government 
out of business”? 

When the argument is advanced that the 
Government cannot get out of business, it 
is not intended to cover the activities of 
the experimental laboratories for legisla- 
tive cure-alls. There can be no legislative 
thyroid gland treatment to put the vigor 
of youth in business, and the awakening 
realization of this is indicated by the in- 


creasing disposition at Washington to 
allow nostrums to dissipate themselves in 
the heat surcharged air of the Capitol. 

Some business men will not admit that 
the Government should have even a small 
voice in business, and too many legislators 
blindly translate the idea of co-operation 
with business into a policy of actual in- 
terference. 


The Lesson 


The war carried an, as yet, not fully 
appreciated lesson. The smart of the 
hurt is nation-wide, but the resulting 
irritation is not going to be cured by 
complete divorce of Government and 
business. What is needed is more co- 
operation and team-work and less talk 
of divorce and single-harness. 

That Government and busines should 
remain in close contact seems well nigh 
inevitable, and to bring the happiest re- 
sults from that contact is a problem of 
largest proportions. The solution is 
strictly up to the voter. He must cultivate 
the idea more strenuously than ever that 
his interests and those of the Government 
are one and the same, and at the same 
time so use his ballot that the men who 
make the laws may come to see that the 
Government can help business, that busi- 
ness can help the Government, and that 
there is nothing but vacuous absurdity in 
the perpetuation of “cross purposes.” 

Would not this development be more 
strengthening to the welfare of the nation 
than “Get the Government out of busi- 
ness” ? 





The Need of the Hour 


By PAUL A. SINSHEIMER 
Vice-President, Mercantile Trust Company, San Francisco 


The temporary difficulty of bringing in- 
dustry into its normal relationship, with 
all that this entails, has naturally created 
a certain amount of confusion. It cer- 
tainly does not warrant the brooding pes- 
simism which shows a tendency to become 
fashionable in certain quarters. The ex- 
perience is not pleasant, but it is a pass- 
ing, and not a fixed, condition. 

A country’s economic condition is fair- 
ly well reflected in its national credit. 
The credit of the United States has be- 
come the standard of the world. This is 
the real barometer for financial forecast- 
ing. 

We are inclined to forget all that our 
country has met and successfully over- 
come. Washington undertook the re- 
habilitation of a nation ravaged by war, 
whose bonds had been selling at twenty- 
five cents on the dollar. Five years later 
they were selling at par. It was the relief 
of the prevailing economic distress of the 
time that Washington regarded as his first 
duty in assuming the Presidency. His 
words are worth recalling. He wrote to 
Lafayette : 

“My endeavors shall be unremittingly 
exerted, even at the hazard of former 
fame or present popularity, to extricate 
my country from the embarrassments in 
which it is entangled through want of 


credit; and to establish a general system 
of policy, which if pursued will insure 
permanent facility to the Commonwealth. 
I think I see a path clear and direct as a 
ray of light, which leads to the attainment 
of that object. Nothing but harmony, hon- 
esty, industry and frugality are necessary 
to make us a great and happy people. Hap- 
pily the present posture of affairs, and the 
prevailing disposition of my countrymen, 
promise to co-operate in establishing those 
four great and essential pillars of public 
felicity.” 

The “four great and essential pillars” 
which Washington enumerates are as nec- 
essary today as then—Harmony, Hon- 
esty, Industry and Frugality. 

The wealth of a nation does not lie in 
things, but in its people. There was as 
much natural wealth in America when 
Columbus discovered it four hundred 
years ago as there is today. The differ- 
ence has been wrought by the intelligence 
and energy of a great people. 

The complaint today is “over-produc- 
tion.” No one ever heard of a people 
starving from over-production. There 
will be difficulties, and yet more difficul- 
ties, to be overcome, but the application 
of Washington’s formula by a persevering 
people will, as in the past, work the 
changes necessary to restore economic 
well-being. 
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Her Present Government and Trade Prospects 


Editor’s Note: The following article is the twelfth of our “New Prosperity” series dealing with the 
financial and industrial position of the countries of the world. 


a Consul General Alcocer said 
recently to a representative of THE 
MAGAZINE OF WALL STREET :— 

“The present government is the strongest 
and most salutary that Mexico has ever 
known. Obregon has been able to sup- 
press any and every rebel movement and 
thus make peace a fact and a permanency.” 


Attitude Towards This Country 


The attitude of Mexico towards the 
United States can best be expressed by 
President Obregon himself. 

“The Mexican revolution gave rise to 
incidents which deplorably affected the 
relations between the two countries, and of 
such not only the United States can com- 
plain, but also the Republic of Mexico. It 
is true, in fact it could not be otherwise, 
that several American citizens have died 
and many have suffered damages in their 
properties as a logical consequence of the 
state of war and of inevitable or arbitrary 
acts of the revolutionary government, such 
as the attachment of the railroads and 
other private property, the temporary dis- 
continuance of payments of interest on 
the public external debt, etc. 

“It is nevertheless also true that in the 
United States the interests injured by the 
Mexican revolution carried out an intense 
campaign against it and the Mexican 
people, grossly exaggerating its methods 
and its acts, and unjustly picturing Mex- 
ico, not as a country which struggles to 
the point of sacrifice in order to win its 
liberties and a place of honor in the civil- 
ized world, but as a band of outlaws in- 
capable of regeneration. 

“From the time of the declaration of 
war on Germany by the United States, 
the neutrality of Mexico constituted an- 
other source of friction between the two 
countries, besides the fact that, taking 
advantage of these propitious conditions, 
the damaged foreign interests were able 
to intensify to the maximum possible 
degree their hostile campaign against 
Mexico. 

“Fortunately, the Mexican revolution 


and the European war are things of the 
past. Both the Mexican and American 
peoples daily manifest—in various and 
eloquent forms—their intention to develop 
closer relations and friendly co-operation, 
to which they are morally bound by their 
geographic propinquity. This would be 
to the advantage of their respective coun- 
tries, the American continent and human- 
ity at large. The present government of 
Mexico, which is the outcome of this 
expression of the free will of its people, 
endeavors to carry out its high purposes. 
It energetically maintains the national 
tranquillity, beginning not with soap-box 
oratory, but with real and tangible facts, 
a policy of just reparation for the dam- 
ages caused by the revolution and for the 
mistakes of former governments. 

“What is lacking, then, for the fulfil- 
ment of that beneficial and friendly co- 
operation between the governments of 
Mexico and the United States, so much 
desired by the inhabitants of both coun- 
tries? That the American Government, 
placing itself above the unwholesome tend- 
encies, transitory characteristics and ab- 
surd impatience of a few material interests, 
do justice to the people and government of 
Mexico by applying the traditional policy 
initiated by Jefferson in these memorable 
words, ‘According to our principles, we 
must recognize as legal any government 
constituted in conformity with the will of 
a nation, substantially stated.’ ” 


The Garden Spot 


Mexico has always been looked upon 
as a garden spot in world trade. In the 
confines of the Republic there is fertility 
of soil and richness of mineral wealth not 
surpassed, probably, in any other country. 
Mexico’s oil resources are long-since fa- 
mous; before the mining world became 
despondent, much was heard of the vast 
copper and silver properties; rubber, chicle 
and fruits flourish in the gentle climate 
of the Southern Republic. 

The exploitation of these resources has 
been seriously hampered in recent years. 
Complications during the period of the Eu- 
ropean war were the seat of the trouble, no 


doubt, involving as they did the dis- 
organization of the people. Frequent 
changes in political control, uncertainties 
as to land-titles and simifar irregularities 
have all contributed to the delay in trade 
revival. 

With a new and strong government now 
in power, and an ever-growing desire in 
the Mexican people to meet, half-way, 
business men from other lands, the indus- 
trial regeneration of the Republic may, at 
last, be effected. It is interesting, there- 
fore, to review briefly the status quo of 
Mexican industry. 


Industries 


The cotton manufacturing industry is 
perhaps Mexico’s leading industry. In the 
years from 1900 to 1912, Mr. E. T. Craig, 
a recognized authority on the Mexican cot- 
ton industry, calculates that native mills 
consumed from 120,000 to 160,000 bales of 
cotton per year, while production in the 
Laguna district during the same period 
averaged 130,000 bales. This year very 
favorable conditions have obtained 
throughout the district in which most of 
the cotton is grown and it is believed that 
fully 200,000 bales will be harvested. Of 
this amount it is believed that half will 
be used at home and half exported, netting 
the growers more than $50,000,000 in 
American money. 

Cotton growing methods in Mexico are 
quite different from those used in the United 
States, but there is no doubt in the minds 
of cotton experts who have studied the 
matter, that in addition to the Laguna 
district, where most of the present crop 
is being raised, there are at least four 
other districts in Mexico where cotton 
cultivation on a very large scale is feasible. 
With world cotton interests seeking for 
additional sources of raw cotton supplies, 
Mexico stands ready to contribute an op- 
portunity that may be found second only 
to the cotton-raising section of the United 
States. oi 


There are twenty-one oil exporting 
companies in Mexico, and eleven of these 
show increases, according to the May 
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records. The largest increase occurred 
in the case of the International Petroleum 
Company, which, during its second month 
as an exporting company, shipped 866,- 
966,000 barrels. 

The Mexican, Government is enforcing 
the decree to notaries in Tabasco prohibit- 
ing them from making transfers tax of 
property until the oil laws of the country 
ire thoroughly defined. The purpose of 
this decree is to avoid possible friction 
with foreigners who have been warned 
against the purchase of oil properties, as 
the sub-soil rights are claimed by the Gen- 
eral Government. 

Proof of the development of the oil in- 
dustry in Mexico is furnished by the fact 
that in three months, February, March 
and April of this year, the Department of 
Industry, Commerce and Labor granted 
269 permits for the perforation of oil 
wells. The companies that petitioned for 
the largest number of permits were El 
Aguila, and La Corona, which were au- 
thorized to drill 40 wells. 

According to the Mexican Review, on 
the 26th day of May there had been re- 
ceived by the General Treasury of the 
Nation $4,192,643.68 paid by the oil com- 
panies for taxes corresponding to the 
month of April. 

The oil investments in Mexico have 
been estimated at one billion dollars. 


Gold and Silver 


Mexico ranked first among the silver 
producing countries last year. 

Recently silver has been low in price 
and many of the silver mines are idle at 
present as a consequence. 

The gold imports and exports during 
1920 were as follows: 


IMPORTS 
Ounces 
Transvaal and Rhodesia..... 38,500 
PR dectoshdbBerctlccsttes 6,170 
NY tk to sa bain s acta des 5 1,200 
eo ead elo kes chen 715 
Other countries ............ 1,200 

Exports 
Eee 50,000 
South America ............. 5,700 
DE & dn ctddiva ghcwtakens dk 23,600 
SE, PRA. . GoweWew’s <anha 3,600 
Other countries .............. 2,420 

Railroads 


A report as to the revenues of the Na- 
tional Railways of Mexico from Janutry 1 
to Dec. 31, 1920, shows a total net revenue 
of $27,320,085.66, from which amount 
$1,349,346.37 were used for adjustments 
and other payments. 

Vice-president Alexander Robertson of 
the Missouri Pacific greeted Mexican re- 
porters in Mexico City, when he arrived 
there with a delegation of St. Louis trade 
missionaries, as follows: 

“As an executive of a railroad company 
operating 3,700 miles of railroad traversing 
and entering ten states, I desire to con- 
gratulate the National Railways of Mex- 
ico on the splendid condition of their 
track, and, as a brother railroad man, to 
exterid greetings to Director General 
Perez for his splendid handling of the St. 
Louis Chamber of Commerce special train 
from the border to Mexico City.” 

Recently the transportation rates of the 
Mexican Railway are to be increased 25 
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per cent, placing them on a par with those 
collected by the national lines and espe- 
cially the Interocianico. However, one-half 
of the additional gross receipts resulting 
from this increase in tariffs will be consid- 
“ered as amortization by the government 
on its debt to the Mexican Railway, which 
amounts to some millions of pesos. This 
will obviate the withdrawal of funds from 
the treasury in order to decrease the obli- 
gation, and is apparently a new policy 
which will be adopted by the Secretary of 
Finance to cancel many of the claims for 
damages and losses of property and equip- 
ment arising during the times of political 
disturbance. 

At present the railroads of Mexico are 
being reorganized by R. P. De Negri, 
Consul General of Mexico to New York. 
Mr. De Negri is a practical railroad man 
and organizer. 

Finances 


The total debt of Mexico, as stated by 
the Secretary of Hacienda, December 31, 
1920, amounted to $426,791,555 Mexican 
currency ($213,395,778 U. S. currency), of 
which $423,291,555 was Federal debt and 
$3,500,000 State debt. The unpaid accrued 
interest on the issue of general redeem- 
able mortgage bonds guaranteed at 4 per 
cent to Oct. 1, 1920, amounted to $26,- 
473,976. The government alone is respon- 
sible for this interest. In addition to this 
amount of unpaid interest there is admitted 
accrued interest charges amounting to 
$167 233,166. 

Summary 

The following is from the Foreign 
Trade Record of the National City Bank, 
and sums up the gratifying commercial 
relation between Mexico and the United 
States : 

“The purchasing power of our neighbor 
across the Rio Grande—Mexico—shows 
a less decline than that which character- 
izes conditions in many other countries. 
Our exports to Mexico in the fiscal year 
which ends with next month will, accord- 
ing to a statement by The National City 
Bank of New York, be double those of the 
preceding year and six times as much as 
_the annual average prior to 1918 when her 
great oil outturn multiplied her purchasing 
power. 

Exports from the United States to Mex- 
ico, continues the bank’s statement, which 
averaged less than $50,000,000 a year prior 
to 1917, suddenly jumped to $107,000,000 in 
the fiscal year 1918, $120,000,000 in 1919, 
$144,000,000 in 1920, and will be approxi- 
mately $280,000,000 in 1921. This tremen- 
dous growth in our exports to Mexico in 
the very recent period and especially the 
current fiscal year has continued down to 
the latest moment despite the fact that 
exports to nearly all other parts of the 
world show for the latest month a decline. 
Total exports to Mexico in the single 
month of February, 1921, the latest for 
which figures are now available, were 
$25,000,000 against $12,000,000 in the same 
month of the preceding year and for eight 
months ending with February, 1921, $187,- 
000,000 against $87,000,000 in the same 
months of the preceding year. In fact, no 
other country shows this unique record of 
having more than doubled its takings of 


United States merchandise in the fiscal 


year 1921. 
On the import side, the growth has also 
been large, though not so great proportion- 





ately as in exports. The total imports 
from Mexico, which prior to the oil period 
averaged about $75,000,000 a year, were 
$112,000,000 in the fiscal year 1917, $158,- 
000,000 in 1919, and will be about $170,- 
000,000 in 1921. Thus our imports from 
Mexico in 1921 will be approximately three 
and one-half times as much as the “pre- 
oil” average, and the exports to that coun- 
try nearly six times as much as that of the 
period in which the plentiful petroleum 
supplies gave to Mexico a high purchasing 
power. 

Petroleum itself is \xe biggest factor in 
the growth of our imports from Mexico; 
and petroleum producing supplies—ma- 
chinery, pipe-line materials, engines, sheets 
and plates of iron or steel, drilling and 
pumping machinery, structural iron and 
steel, steel rails and railway supplies, and 
locomotives, to say nothing of the enor- 
mous quantities of food and clothing re- 
quired by those engaged in the industry— 
are taken in exchange for the enormous 
quantities of oil sent to us. For it is an 
astonishing fact that the quantity of crude 
petroleum imported into the United States 
from Mexico in the fiscal year 1921 will 
be nearly 6,000,000,000 gallons as against 
4% billion gallons in the calendar year 
1920; 2% billions in 1919, and 1% billions 
in 1918. Thus, despite the fact that the 
United States herself produces three- 


* fourths of the oil of the world, her takings 


of crude petroleum from Mexico in the 
fiscal year 1921 will be practica:ly four 
times as much in quantity as in 1918. In 
the single month of February, the latest 
for which details are available, the quan- 
tity of petroleum imported into the United 
States from Mexico was 478,000,000 gal- 
Jons against 207,000,000 in February of the 
preceding year, and for the eight months’ 
period ending with February, 1921, 3,853,- 
000,000 gallons against 1,659,000,000 in the 
same months of the preceding year, while 
the value of the imports has correspond- 
ingly increased, standing at $49,252,000 
worth of petroleum imported fromi Mex- 
ico in the eight months ending with Feb- 
ruary, 1921, against $19,836,000 worth in 
the same months of the preceding year. 


In the single month of February, 1921,- 


the total value of petroleum imported from 
Mexico was $6,006,000 against $2,448,- 
000 in February of the preceding year. 

Not only has our trade with Mexico 
shown a very rapid gain but we are at the 
same time enjoying a larger percentage 
of her trade both as to imports and ex- 
ports. Prior to the World War, which 
upset trade and transportation conditions 
between nations and continents, the United 
States supplied less than one-half of the 
merchandise entering Mexico, her next- 
door neighbor, the remainder coming 
chiefly from Europe, but now we supply 
over 85 per cent of her imports and take 
95 per cent of her exports. 


The Future 


That there is confidence in the future of 
Mexico among American investors is in- 
dicated by the substantial advances scored 
by Mexican government bonds since the 
Carranza regime ended. A new note of 
confidence is struck by the wide interest 
in an Industrial Exposition it is intended 
to hold in Mexico early this fall—the first 
affair of the kind to be held in Mexico in 
many years. 


455 








+ 












HE underlying factors which go to 

make up a “good” bond market were 
more in evidence during the past fort- 
night than they have been for some 
time. As a result, the general tone of 
the market has been greatly improved 
and prices, generally firm, have scored 
remarkable advances in not a few in- 


dividual cases. 

Among the developments which have 
contributed to the improvement in bond 
market sentiment, the greatly improved 
banking position and the easing of 
credit conditions generally stand out as 
of perhaps the greatest importance. The 
rediscount rate at Federal Reserve cen- 
ters has been reduced to a new low, 
for the movement, of 544%. With time 
money at 6% and commercial paper at 
5%4%, investors can now purchase the 
large majority of high-grade railroad, 
industrial and public utility bonds at 
prices to yield more than either time 
money or commercial paper. Patently, 
this is a situation which cannot exist 
for long. 

It is also worthy of note that, where- 
as the purchasing power of the dollar 
has increased materially since last year, 
the average price of 40 bonds has changed 
very slightly. Finally, the market has 
shown its responsiveness to buying 
orders, indicating that it is in a pretty 
thoroughly liquidated condition. 

Considering the improvement in these 
fundamentals, there seems excellent 
basis for the belief that bond prices will 
continue to work higher. 


New Fiotations 


New bond financing has been on a 
comparatively large scale during the 
last fortnight, reflecting greater confi- 
dence in the market’s absorptive ca- 
pacity, both on the part of investors 
and banking institutions. The new 
financing has been almost exclusively 
in public utility and municipal bonds. 
Foremost among the new issues may 
be noted the following: 
$10,000,000 Philippine Gov. 4% 1 yr. cert. 

6,000,000 Cincinnati Gas & Elec. 8s. 

5,569,000 Detroit Edison 1st mort. 6s. 

5,000,000 City of Chicago, Ill. 5s. 

5,000,000 Cleve. Elect. & Illum. Co. 7s. 

4,000,000 Det’t Un’d Ry. Ist mort. 8s. 

4,000,000 Atlas Powder 7%s. 

3,000,000 State of Washington 6s. 

3,000,000 Br’kl’n Edison gen. mort. 7s. 
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Some Fireworks 
Two Bonds Score Advances of 51% Points Each—Cuba Cane 7s Come Back 
By ARTHUR J. NEUMARK 


1,333,000 City of Cleveland, O., 5%s. 

1,176,000 City of Toledo, Ohiq, 5%s. 

1,061,000 City of Camden, N. J., 5%s. 

1,000,000 Welch Grape Juice 1st mort- 
gage 8s. 

The success of new issues is one of 
the best indices of bond market condi- 
tions. If desirable new offerings are 
not easily absorbed, and well-distribut- 
ed, they are, of course, something of 
a menace to existing issues, the de- 
gree of the menace depending upon the 
extent to which the new issues remain 
unsold. Vice versa, if new offerings 
are quickly absorbed and lodged in 
strong hands, the market is greatly 
strengthened thereby. It is therefore 
interesting to note that in the last few 
weeks bonds have been absorbed more 
readily, indicating a greater willingness 
on the part of the investing public to enter 
the market. 

On a succeeding page of this issue 
the important new financing done dur- 
ing the fortnight is reviewed and a 
number of the more prominent issues 
analyzed. 


Bond Buyers’ Guide 


The action of the individual bond is- 
sues listed, in the order of our prefer- 
ence, in the Bond Buyers’ Guide of THE 
MaGAZINE oF Watt Street, has been 
more than gratifying. When it was 
decided to put this Guide in its present 
form, no effort was spared to make it 
as impartial, complete and practically 
useful a reference table as could be 
compiled. 

It was not the purpose to compile 
a chart which investors could act on 
blindly and without any investigations 
of their own. The aim was to provide 
a handy means by which our recom- 
mendations could be consulted by in- 
terested readers. Nevertheless, these 
recommendations were quite definite 
and the Macazine’s ability to point out 
good opportunities for discriminating 
purchasers was, so to speak, at stake. 

Therefore, it is much to the point to 
note the following: Had an investor 
selected the first two recommendations 
in each group shown in our Bond 
Buyers’ Guide two weeks ago he would 
have a profit, at time of writing, of 
22 points, or an average of 1 point on 
each bond purchased. Of the 95 bonds 
recommended in our Bond Buyers’ 


Guide two weeks ago, the largest de- 


cline in any issue was 1 point, and this 
decline was registered in only one se- 


curity. The other declines occurred in 
five of the issues recommended and 
were limited to less than half a point 
in each case. Every other bond in the 
Guide advanced (in individual cases 
from % to as much as 5% points), the 
largest advances, in most cases, occurring 
in the bonds rated as first choice in their 
respective groups. 

The above we consider to be con- 
crete evidence of the value of careful 
discrimination in the selection of in- 
vestments. 

A Sensational Advance 


An advance that can- fairly be de- 
scribed as nothing short of sensational 
occurred in the Baltimore & Ohio S. W. 
Div. 3%s of 1925. These bonds, which 
had been rated in our July 23rd issue 
as the most desirable security, every- 
thing considered, in our Gilt Edge 
group, rose no less than 5% points in 
considerably less than two weeks’ time. 
The grounds upon which we based our 
confidence in these bonds were: (1) 
Adequate security behind the issue; (2) 
substantial earning power available for 
the bonds; (3) a yield considerably out 
of line with other high-grade issues. 

All the other issues recommended in 
the Gilt Edge Railroad Group also 
scored advances although, of course, 
the B. & O. issue was by far the star 
performer. Sentiment and public inter- 
est has very definitely become favorable 
to high-grade railroad securities. 

In the Gilt Edge Industrial Group 
there was practically no change of im- 
portance. In the Gilt Edge Public 
Utility Group the only issue to make a 
fairly substantial gain was the Ameri- 
can Telephone & Telegraph 5s of 1946, 
which were rated as the most desirable 
in the group. They moved up about a 
point and a half. 

The Strongest Group 

Viewed as groups, rather than from 
the standpoint of individual issues, the 
best all-around gains were recorded in 
the group classed as “Middle Grade.” 
Here the Illinois Central issue, rated as 
first choice, made the largest gain (2% 
points). The Baltimore & Ohio and 
Atchison bonds advanced 2 points each; 
and the Southern Pacific, St. Louis & 
San Francisco, Pennsylvania and St. 
Louis Southwestern issues all registered 
a gain of a point or more. 

The Bush Terminal Bonds, rated as 
second choice among the Middle Grade 
Industrial bonds, scored a large advance 
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before the July 23rd issue appeared. 
Therefore, the succeeding bond—Adams 
Express 4s—might have been consid- 
ered second choice instead of third. At 
any rate, the latter scored the largest 
gain for the group in the period, mov- 
ing up a total of 3 points. There was 
little change elsewhere, although it 
should be noted that American Smelt- 
ing and Goodyear bonds advanced a 
point each. 


Feature of the Public Utilities 


Another “sensational” advance oc- 
curred in the Middle Grade Public 
Utilities, where the Brooklyn Union 
Gas 5s, rated as second choice on the 
list, advanced 5% points during the 
period. 


In the Speculative Group 


In the Speculative Group, four bonds 
furnished all the fireworks: One rail- 
road, two industrials and one public 
utility. Carolina, Clinchfield & Ohio 
Ist mortgage 5s advanced 4 points; the 
Cuba Cane Sugar bonds, which had 
dropped so precipitately in the two pre- 
ceding weeks, came back 8 points, and 
the Virginia-Carolina Chemical bonds 
advanced 2 points; and the Third Ave- 
nue bonds moved up 3 points—a total 
of 17 points in these four issues alone. 
In addition, a number of the Specula- 
tive Bonds advanced from 1 to 2 points; 
and not one of them scored a loss. 


For Small Investors 


It may be worth while noting here 
that something over twenty of the is- 
sues listed in the Bond Buyers’ Guide 
are available in $100 form. The Maca- 
ZINE has received numerous requests 
for lists of good $100 bonds; therefore, 
the number of issues in this class in- 
cluded in the Guide should have a good 
appeal. At the risk of repetition, we 
suggest that small, or new, investors 
do not purchase these bonds simply 
because they are in the Guide. It is 
essential to note, first what position 
they hold in the Guide, and then to 
learn, for one’s self, what the past per- 
formances, present condition and pros- 
pects of the issuing companies are be- 
fore making commitments. 

On this point, it is interesting to re- 
view the action of one in particular of 
the bonds in our Speculative Group. 
The reference is to the Cuba Cane 
Sugar 7s, of 1930. These bonds were 
carried in the Bond Buyers’ Guide in 
the July 9th issue, as the last choice in 
the Speculative Group when they were 
selling at 67%. Two weeks later, the 
Cuba Cane Sugar 7s were selling at 
58%, or over 9 points lower. Referring 
to the decline, it was said: “There is 
no doubt but that the sugar situation 
looks very black; but we believe the 
situation will right itself in time to 
make these bonds an excellent bargain 
at present levels.” Before another ten 
days had elapsed, the bonds had re- 
covered some 8 points of their 9-point 
loss. 

The episode should add final con- 
viction in the minds of new investors 
to the statement made by us on June 
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Bond Buyers’ Guide 


Better Grade 
Foreign Governmen 
U. K. of Gr. Britain & Treland (ec) 


City (b) 
Dominion of Canada (c) 
Argentine (c) 

City of Zurich (b) 

City of Christiania (b) 
Danish Municipal (b) 


SAO Pere 


French Government (c) 
Kingdom of Belgium (a) 
Kingdom of Italy (d) 
Republic of Chile (b) 
Sac Paulo (b) 

. S&S. of Brazil 


PF Perpr 


Balt. & Ohio 8. W. Div. 
Delaware & Hudson (a) ‘ 
Southern Pacific (b) : ; Ist Ref. 4s, 
Chic., Burl. & Quincy (a)............-++. Genl. Mtg. 4s, 
Union Pacific (b) ey Ist Mtg. & L. G. 4s, 
New York Central a Ceccces Genl, Mtg. 3%, 
Ches. & Ohio (a). ; ‘ . Genl. Mtg. 4s, 
Atlantic Coast Line ‘@). veeiy ee 
Pennsylvania (a) ..... 
West Shore (a) 
Norfolk & Western (c) 
Central R. R. of N. J. (a) 
Atchison (b) ............ 
Chic., RB. I. 2 Pacific (a). 

Industria’ 
Armour & Co. “ ) 
General Electric (b) 
International Paper (a) 
Bethlehem Steel (c) 
Indiana Steel (a) 

win Loco, (a) 


Corn Products (a) tech jpienseaned 

ie Be as necccccacecccccsves 
Public Utilities: 

Amer. Tel. & Tel. 

Duquesne Light (b) 

Pac. Tel. & Tel. 

N. ¥. Telephone (b) 

Montana Power (c) 

Cal. Gas & Electric (a) 

Western Union Tel, (a) 

N.Y. G., E. L., H. & P. 


PLSSASST PHS Se 


SASL EPH SeENerPrepr 


Railroads: 
Illinois Central Col, Trust (b) 
Southern Pacific Col. Trust (b)........-...... 
Balt. & Ohio ist Mtg. 
Norfolk & Western (a) 
Atchison (a) 
Colo. & Southern (c) 
St. Louis, Prior Lien 4s, 
Cleve., Cin., Chic. & St. L. (a) Deb. 4%s, 
Ches. & Ohio (b) Conv, 5s, 
Pere Marquette (c) Ist Mtg. 5s, 
Kansas City Sou Ist Mtg. 3s 
Pennsylvania (a) Genl. . 5s, 
St. Louis Southwestern (a) Ist Mtg. 4s, 
Terminal R. R. Assoc, of St. L. Seetens 4 Genl, Mtg. 4s, 
Industrials: 
Wilson & Co, (a) , és, 
Comp. Tab. & Recording (b) és, 
Adams Express (b) 4s, 
Int. Merc. Marine (b) li niacin és, 
Diamond Match (c) 
Du Pont de Nemours (c) 
Lackawanna Steel (c) 
Bush Terminal Bldg. 
U. 8. Rubber (c) 
Amer. Smelting & Refsing (c) 
Goodyear Tire (c) 
Public Utilities: 
Detroit Edison (c) 
Brooklyn Union Gas (a) 
Northern States Power (b) 
Brooklyn Edison (c) 
Utah Power & Light (a) 
Cumberland Tel. & Tel. 


PP PtP S PS PY 


ll al 
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PF Perer 


Railroads: 
Western Maryland (a) Ist Mtg. 4s, 
Iowa Central (a) Ref, Mtg. 4s, 
St. Louis Southwestern (a) Cons, Mtg. 4s, 
St. Louis, San Francisco (c) Adj, Mtg. és, 
Southern Railway (a) Genl, Mtg. 4s, 
Missouri Pacific (b) Genl, Mtg. 4s, 
Carolina, Clinch, Ist Mtg. 5s, 
i Cons, Mtg. 5s, 
Denver & Rio Grande (c) Ist Ref. 5s, 

Industrials: 


PENSE SHEP PY 


American Writing Paper (a) 6s, 
) ‘ 
Va. Ca 


(ce) 
Inter. Rapid Transit (a) 
Third Avenue 
Public Service 
Va. Rwy. & Power (a) 


FPePr eer 


5s, 
1960 
5s 


, 1957 


1966 
1959 


’ 1984 


(a) Lowest denomination, $1,000. (c) Lowest denomination, $100, 


(bv) Lowest denomination, $500. (ad) Lowest denomination, $50. 
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Twenty-Four Baby Bonds 


For an Investment of About $2,500 
Selected and Analyzed by CONRAD LIEBENFROST 


Editor’s Note: The average man is not 
wealthy. The average reader of this 
publication is not wealthy. The average 
investor is not wealthy. 

Hence, for the average man, the ap- 
a of bonds that are available in one- 

undred dollar form. They are within 

his reach. With the money he, as an 
“average man,” has at his disposal, he 
can obtain a diversified selection of $100- 
bonds instead of consuming his entire 
surplus in the purchase of one issue. 

This article is intended for the con- 
sumption of average investors of this 
type. Twenty-five hundred dollars is 
assumed to be the figure these investors 
have at their disposal. Twenty-four one- 
hundred dollar bonds are ted to con- 
stitute the investment. 

It took time and thought—a great deal 
of both—for the writer to compile a list 
of this sort. He had to bear in mind 
the requirements of that “average man”’; 
and he had to be careful to select only 
such bonds as would meet those require- 
ments. “The size of the task will be more 
understandable when it is noted that only 
about 1 out of every 120 bond issues are 
available in $100-form. 

Furthermore, as readers will note, it 
requires a great deal of space to even 
briefly analyze the individual issues. It 
was necessary to condense these analyses 
to the briefest form. Hence, what may 
appear a somewhat more technical article 
than we are in the habit of publishing. 

The article is published in response to 
a wide demand from our readers who 
have repeatedly asked for $100-bond 
lists. Those from whom letters making 
this request have been received are in- 
vited to consider this article the maga- 
zine’s response. 





HE ambitious person desires to build 

up financial resources that will some 

day be sufficient at least to provide against 

need. There is no reason why most people 
cannot achieve this reasonable ambition. 


Financial independence has not come to 
many enjoying it through a stroke of good 
fortune. Neither are large earnings neces- 
sary to accumulate a competence. The 
systematic investment of a small percentage 
of each year’s wages will build up an in- 
vestment fund that will yield a very satis- 
factory income, 

It is often a problem with investors, 
especially those whose savings constitute 
about $2,500, how to invest their surplus 
in good, seasonable bonds, from which no 
worry will accrue from the point of safety 
of principal. In last week’s issue of this 
magazine, a writer presented the seed for 
future financial independence by suggest- 
ing how he would invest $500. His appeal 
was directed to the fellow who had arrived 
at the $500 mark. This article is dedicated 
to the man with $2,500 who wants a well 
diversified investment list. 

During this economic crisis it is unques- 
tionably necessary to adhere to that tested 
and proved principle—diversification. In 
order to obtain diversification in a $2,500 
investment, Baby Bonds stand out as the 
proper medium. Baby Bonds are not new, 
neither are they old. They merely at- 


~r 


tained added prominence during the Lib- 
erty Loan Campaigns. All issues of Lib- 
erty Bonds contained $100 denominations. 

To the man of limited savings, Baby 
Bonds afford as great investment oppor- 
tunities as are available to the big investor. 
They are the logical medium for the new- 
comer. 

Realizing the importance of the small 
investor, many of the large corporations, 
municipalities, public utilities’, railroads and 
governments, when issuing bonds, now 
make their denominations as low as $100. 

Due to the scarcity of Baby Bonds, the 
layman will probably find it difficult to 
pick out a well diversified list of bonds 
in $100 denominations. Out of about 120 
bond issues having denominations as low 
as $100, the writer has compiled a list of 
24 bonds which appear, after careful in- 
vestigation, to comply with all the require- 
ments governing safety, yield and diversi- 
fication, 


Government Bonds 


Every holder of bonds should have a 
proportionate amount of Liberty Bonds 
among his holdings. These can be pur- 
chased at the time of this writing at prices 
to yield from 4.38% to 5.78%. 

Since the signing of the Armistice, loans 
made to foreign countries in the United 
States have totaled more than $800,000,000. 
The successful underwriting of these issues 
in this country is indicative of the faith 
that the American investor has in the 
recovery and reconstruction of foreign 
countries following the war, and is further 
indicative of the fact that these countries 
have credit in the United States, despite 
the huge debt that Europe owes our Gov- 
ernment. In order that the rest of the 
world may pay this debt, it must have 
raw materials with which to produce man- 
ufactured articles for sale in our market, 
for it must be remembered that interna- 
tional debts can be paid only in goods 
and services when gold is not available. 
In order to bring about most rapid re- 
construction of world commerce and alse 
in order to place our allies in a position 
where they may pay their debts, the in- 
vestors in the United States must con- 
tinue to absorb foreign issues so that these 
countries may purchase our raw materials, 
and thus put their industries back on a 
capacity production basis. 

Of the forty-seven Foreign Government 
issues listed on the New York Stock Ex- 
change, the writer suggests the purchase 
of a $100 bond in each of the following: 

(1) British Government 5%%4s, due 


‘February 1, 1937. A direct obligation 


of Great Britain. The bonds are not re- 
deemable prior to maturity. Principal and 
interest payable free from all British 
taxes in gold in New York, or at the 
option of the holder in pounds sterling in 
London at the fixed rate of $4.86%. In- 
terest is payable February 1 and August 1. 
At the present time these can be purchased 
at about. $86.50 at which price they yield 
about 6.90%. 

(2) Government of the French Re- 


public 20-Year External Gold 734s, due 
June 1, 1941. Interest is payable June 1 
and December 1. A feature of this loan 
is its sinking fund. It is provided in the 
loan contract under which these bonds are 
issued, that the French Government cove- 
nants to pay the bankers during the first 
five years, as a sinking fund, the sum 
of not less than $9,000,000 in cash per 
annum in monthly instalments of not less 
than $750,000 each, beginning July 1, 1921, 
such sums to be applied to the purchase 
of bonds, if obtainable, at not exceeding 
par and accrued interest. These bonds are 
dated June 1, 1921, and are outstanding 
to the amount of $100,000,000. They can 
be bought for about $95 and interest to 
yield over 8%. 

(3) Dominion of Canada 5s, due April 
1, 1926. Dated April 1, 1916. Interest 
payable April and October 1. $25,000,000 
bonds of this maturity are outstanding. 
They are selling for about $91.50, at which 
price they yield about 7%. 

(4) Kingdom of Italy Royal Treasury 
5-Year 6%4s, due February 1, 1925. 
Dated February 1, 1920. Interest payable 
February and August 1. There is out- 
standing $25,000,000. At the present price 
of about $89, they yield about 9.80%. 

(5) Argentine Republic Internal Gold 
5’s, payable by September 1, 1945, 
These bonds are dated March 1, 1909. 
Interest payable March and September 1. 
Entire issue to be gradually redeemed by 
1945 by means of annual cumulative 
sinking fund applied semi-annually to pur- 
chase of bonds or to redemption at par, 
Principal and interest payable in New 
York in gold free from all Argentine 
taxes at the fixed rate of $0.973 per Ar- 
gentine gold dollar, which is equivalent 
to $4.86% to one pound sterling, or in 
Buenos Aires in Argentine gold dollars 
at the present price of about $69. The 
yield is about 7.80%. 

(6) Republic of Cuba 5% External 
Gold Bonds, due in 1949, are to be re- 
tired by maturity through sinking fund 
applied during each year to purchase of 
bonds under 102% or to redemption at 
102%. After February 1, 1921, additional 
bonds may be redeemed at 105. The Re- 
public pledges sufficient of its customs re- 
ceipts and other revenues (subject to prior 
liens) to pay principal, interest and sink- 
ing fund charges. Principal and interest 
payable in New York in gold free from 
all Cuban taxes, and in various countries 
at fixed rates of exchange. Interest is 
payable February 1 and August 1. At 
the present price of about $79 these bonds 
yield approximately 6.70%, 

Public Utilities 

The essential place of public utilities is 
best evidenced by the important part which 
they play in the lives of each of us. Your 
gas, your electricity, your telephone service 
and possibly your water and your heat 
are supplied by public utility corporations, 
Therefore, it is logical to say that bonds 
of companies supplying such necessities of 
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every day life are desirable investments if 
issued under proper restrictions. 

At the present time, public utility com- 
panies are practically the only corporations 
which are showing gains in net earnings. 
They are in relatively a strong position. 
Their labor problems are becoming settled. 
They. have no large inventories which 
show them heavy losses. 

It is opportune to call to the attention 
of the prospective investor a few facts 
working strongly in favor of the public 
utility companies. 

1. Lower commodity prices with cor- 
responding decrease in operating expenses. 

2. Increased efficiency of labor, effect- 
ing greater return with smaller working 
forces. 

3. Indications of lower money rates, 
which will be decidedly advantageous to 
ublic utilities, 

4. Ability of public utilities to obtain 
luring the last three years increased rates 
to offset increased cost of service. 


property now owned or hereafter acquired. 
They are subject to $7,564,500 of underly- 
ing bonds in lieu of which the refunding 
and improvement bonds share to the extent 
of $283,000 of first and refunding bonds 
deposited with the trustee. After 1922, 
when the first and refunding bonds ma- 
ture, this issue will be secured by a first 
mortgage on certain divisions of the com- 
pany property and by a mortgage on the 
balance subject to only $2,614,500 of un- 
derlying bonds. 

Gross earnings for the twelve months 
ending February 28, 1921, are 240% in 
excess of those for the calendar year of 
1914. Net earnings increased 85% during 
the same period. These bonds can be 
purchased at prices to vield about 8.50%. 

The Laclede Gas Light Company. 
First mortgage collateral and refunding 
10-year 7% gold bonds, Series A. 
Dated January 1, 1917, due January 1, 
1929. These bonds are convertible at 
the option of the holder into either com- 


Interest is payable January 1 and July 1. 
The bonds are a direct obligation of the 
company and are secured by a mortgage 
on all its real and personal property now 
owned or hereafter acquired, subject only 
to $11,996,000 underlying bonds, which 
amount includes a $45,000 real estate mort- 
gage. 

The bonds can be bought at a price to 
yield about 6.60%. 

Southwestern Bell Telephone Com- 
pany. Five-year 7% convertible gold 
notes. Dated April 1, 1920, due April 1, 
1925. Interest payable April 1 and 
October 1. The notes are the direct obli- 
gations of the Southwestern Bell Tele- 
phone Company of Missouri, and it is pro- 
vided in the trust indenture that the com- 
pany will not mortgage or pledge any of 
its property or increase any existing in- 
debtedness thereon, or permit any of its 
subsidiary companies to mortgage or 
pledge any of their properties. This shall 
not prevent the acquisition of property 








SECURITY 
United Kingdom 20-Year Bonds 
Republic of France 20-Year Ext. Gold 
Canadian Gov’t External Loan of 1916 
Kingdom of Italy 5-Year Gold Bonds 
Argentine Republic Internal Gold Loan 
Cuban. Gov’t External Gold Loan of 1914 


Bonds, Series A 


Kansas City ——7 
Bonds, Series .B 


Notes, Series B 
Chicago, Milwaukee & St. 


General Electric Gold Debentures 
Liggett & Myers Tobacco Gold Bonds 
Standard Oil Co. of N. ¥. Debenture Lean 





pee Edison Refund, & Improv, 15-Year Gold Bonds, Series A. 
cade Gas Light Company First Mort. Collateral & Refund, Gold 


American Telephone & Telegraph Three-Year Gold Notes 

Brooklyn Edison Co. General Mortgage Gold Loan, Series A 
fouthwestern Bell ee 5-Year Convertible Gold Notes..... 

& Light Ist & Refund, Mort. 20-Year Gold 


Chicago, North Shore & Milwaukee 15-Year Secured 8. F. Gold 


Great Northern Railway General Mort. Golds Bonds, Series A 
Paul Convertible Series B Loan 

St. Louis-San Francisco Prior Lien Mort. Gold Bonds, Series A 
Northern Pacific Prior Lien & Land Grant Gold Bonds 

New York Central Convertible Gold Debentures 


Kelly-Springfield Tire 10-Year Sinking Fund Gold Notes 
Bethlehem Steel Ist Lien & Refund, Gold Loan, Series A 


E. I, du Pont de Nemours & Co, 10-Year Gold Bonds 


GOVERNMENT 
Rate Interest 
5%% Feb. 1-Aug. 1 
™ June 1-Dec, 1 
5 Apr. 

Feb. 

Mar. 

Feb. 


TILITIES 
May 1-Nov, 1 


a 
s 


Feb, 1-Aug. 1 
Apr. 1-Oct. 1 
Jan. 1-July 1 
Apr. 1-Oct. 1 


@ Age" ad «a 


June 1-Dec. 1 


June 15-Dec, 15 

Jan. 1-July 1 

Feb. 1-Aug. 1 

7 1-July 1 
A-J-0 


tay 1-Nov. 1 


INDUSTRIALS 
May 15-Nov. 15 
May 1-Nov. 1 
Feb. 1-Aug. 1 
Feb. 1-Aug. 1 
Jan, 2July 2 
May 1-Nov. 1 


Maturity 
Feb. 1, 1987 
June 1, 1941 
Apr. 1, 1926 
Feb. 1, 1925 

1945 


Feb. 1, 1949 


Nov. 1, 1935 


Jan. 1, 1929 
Oct. 1, 1922 
Jan, 1, 1949 
Apr. 1, 1925 


Dec, 1, 1940 


June 15, 1921 
July 1, 1921 
Feb. 1, 1915 
July 1, 1916 
Nov. 10, 1896 
May 1, 1915 


June 29, 1936 
July 1, 1986 
Jan. 1, 2014 
July 1, 1950 
Jan. 1, 1997 
May 1, 1935 


May %, 1931 


May 15, 1921 
May 1, 1942 


May 1, 1912 
Aug. 
Dec. 
Jan. 
May 


S3ss32 


May 1, 1931 
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5. Large amount of power business ob- 
tained during the stress of war-time con- 
ditions and high coal prices, most of which 
will probably be permanent. 

The following public utility bond issues 
combine excellent security with a rate of 
interest that would ordinarily be obtain- 
able only from securities of a specula- 
tive character. Each of these issues is 
available in denominations as low as $100. 
\ given sum of money invested in a se- 
lected list from these bonds would yield 
an immediate annual income return of 
ibout 8%, with excellent possibilities of 
future profit in the event of a lower level 
of interest rates. 

Metropolitan Edison Company, Read- 
ing, Pa., refunding and improvement 
8% 15-year gold bonds, Series A. Bonds 
are dated November 1, 1920, and mature 
November 1, 1935. Redeemable as a 
whole or in part on any interest payment 
date, upon thirty days’ notice, at the prin- 
cipal amount thereof, plus accrued interest, 
together with a premium or 7%4% in the 
year 1921 and % of 1% less per year 
during each year thereafter. Secured by 
a direct mortgage on the entire physical 


for AUGUST 6, 1921 - 


mon capital stock of the company, par for 
par, or into a like amount face value of 
Series “B” 30-year 5% bonds issued under 
same mortgage, the Series “A” bonds to 
be computed at par and the Series “B” 
bonds at a 5%4% income basis. 

This company does all the gas business 
in the City of St. Louis, Missouri, the 
fourth largest city in the United States. 

The bonds are now secured by a direct 
mortgage lien upon all the company’s 
physical property and upon the retirement 
of the first mortgage bonds in 1919, share 
equally in the lien of the then existing 
first mortgage of the company. 

These bonds can be purchased at a price 
to yield about 8.50%. 

American Telephone and Telegraph 
Co. Three-year 6% gold notes. Dated 
October 1, 1919, due October 1, 1922. 
Interest payable April and October 1. Sub- 
ject to call at 102 and interest, as a whole 
or in part, on any interest date prior to 
maturity. These notes can be purchased 
to yield about 74%. 

Brooklyn Edison Company. General 
mortgage gold 5’s Series “A”. Dated 
January 1, 1919, due January 1, 1949. 


by means of purchase-money mortgages. 

These notes can be purchased to yield 
about 820%. 

Kansas City Power and Light Com- 
pany. First and refunding mortgage 
Series “A”. Twenty-year 8% gold 
bonds. Dated December 1, 1920, due 
December 1, 1940. This company sup- 
plies electric light and power to Kansas 
City, Missouri, and a portion of Kansas 
City, Kansas, serving a population of about 
450,000. 

These bonds are secured by a first mort- 
gage on recently completed Northeast 
Power Pilarit, certain substations and 
transmission and distribution lines and 
other property, the aggregate value of 
which is approximately $10,500,000. On 
the remaining property of the company 
the bonds are secured by a direct mortgage 
lien subject only to underlying first and 
second mortgage bonds now outstanding 
and share to the extent of 60% in the 
first lien on such property through pledge 
of $4,617,000 par value of first mortgage 
bonds. The second mortgage is closed 
and any further first mortgage bonds is- 

(Continued on page 500) 
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URING the past fortnight there has 
been a marked change in the new 
financing market, and new issues have 
been in comparatively heavy volume. 
This revival of interest may be taken 
as an expression of confidence on the 
part of both banker and investor in the 
future of the bond market. 

Many important favorable developments 
have combined to create this feeling of 
optimism. Prominent among them has 
been the success which has jnvariably ac- 
companied the offerings of new security 
issues. Heavy subscriptions to recent 
bond quotations have been the rule rather 
than the exception, and the public seems 
to have had an appetite for new issues 
which it is difficult to appease. Large 
issues of municipal bonds, such as the State 
of Michigans, the City of Philadelphias, 
and the State of Californias, have been 
eagerly snapped up, and the ready absorp- 
tion of the Atlas Powder bonds created 
no small amount of favorable comment. 


Large Issues Cleaned Up 


Then, too, it is realized that numerous 
large issues which have been hanging over 
the market for several weeks have now 
been cleaned up. This is true particularly 
of the French 7%s, and the Burlington 
6%s. The books on the latter closed some 
little time ago, but until very recently the 
market action of the bonds was not such 
as to create any great amount of enthu- 
siasm. Their recent sharp advance to par 
on an enormous volume of trading, how- 
ever, has swept away@¥Jl doubts as to the 
thorough absorption of therissue. Simi- 
larly with the French issue which had 
been hanging over the market since May 
23, and which had admittedly gone rather 
slow as regards the last six or seven mil- 
lion. 

With the books on both these issues 
closed and with every indication that the 
bonds have been exceptionally well placed, 
there is good reason to feel encouraged 
over the investment outlook. Added to 
this, we have the assurance, through the 
lowering of rediscount rates by the vari- 
ous Federal Reserve Banks, that liquida- 
tion of commodities has been carried to 
a point that makes possible much easier 
credit conditions. We also have the prom- 
ise that the railroad situation will be 
satisfactorily taken care of, and we have 
reason to feel more confidgnt over the 
European outlook. All of which factors 
are certain to react favorably on prices 
of securities, both stocks and bonds. 

A glance at the accompanying tabula- 
tion shows that municipalities have been 
unusually prominent in the field of new 
financing. Several important states and 
cities have entered the market and have 
made their securities available to investors 
on an exceptionally attractive basis. There 
has been an excellent demand for securi- 
ties of this type, and practically all of- 
ferings have been readily absorbed. Three 
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Bond Financing On Larger Scale 


Greater Confidence Stimulated By Action of Market 


industrials and three utilities appeared in 
the market during the period covered, but 
railroad issues are lacking. In this con- 
nection, it is of interest to observe that 
thus far this year there have been only 
five railroad issues of prominence, namely, 
the Pennsylvanias; the Chicago & North- 
westerns; the Burlingtons; the Illinois 
Centrals, and the Canadian Northerns, all 
6.4% issues. 

Details relating to some of the more 
important issues follow: 


Atlas Powder 15-Year 714s 


The rapidity with which this issue of 
bonds was sold clearly indicates their in- 
vestment worth. The subscription books 
were kept open only about two hours 
but at the end of that time the issue was 
heavily oversubscribed. The bonds, out- 
standing in the amount of $4,000,000, were 
offered at a price of 96% to yield ap- 
proximately 7.90%. They are convertible 


out that the business of the company is 
essentially commercial in character and not 
dependent on war conditions. This is in- 
dicated by the fact that net sales for the 
year ended December 31, 1920, were the 
third largest in the company’s history. 
The bonds leave a sinking fund attached 
to them which will retire 75% of the issue 
by maturity. The many investment fea- 
tures surrounding them entitle the bonds 
to an exceptionally high rating. 


Rochester Gas & Electric 25-Year 7s 


This company does the entire light and 
power business, as well as the gas busi- 
ness, in the City of Rochester and adjoin- 
ing communities. For the past twelve 
years average annual net earnings have 
amounted to over twice the average an- 
nual interest charges. The present issue 
is outstanding in the amount of $7,000,000, 
and was offered to the public at 96 to 
yield about 7.35%. The property of the 











CURRENT FINANCING 
Government, State, Municipal 
Issue Maturity Price Yield 
$15,000,000 State of Michigan 5%s...................--05: 1941 103 5.50% 
5,000,000 State of Michigan @s..................000e009: 1922 100% 5,85 
5,000,000 City of Philadelphia 5%s..............0..005: 1971 105% 5.20 
4,878,000 State of Calilfornia 5%s..................0005 1928-37 To yield 5,75 to 5.40 
2,000,000 Province British Columbia €@s................. 1926 93 7.75 
008,608 City of Abrem, Gbillo G5.......ccccccccccccccces 1922-51 To yield 6.00 to 5.40 
600,000 Mechlenburg Co., N. C., Gs.......-..220.eeeeee 1926-36 To yield 6,50 to 6.00 
pos) * A = Sere, 1931 97.45 6.35 
500,000 City of Portland, Ore., 4s................0005> 1946 79% 5.50 
INDUSTRIALS 
$4,000,000 Atlas Powder 7%8.............00ccececceeeees 1936 96% 7.90 | 
4,000,000 Constantin Refining @&s...................0005. 1922-26 100 8.00 
900,000 Kilbourne & Jacobs Mfg. 8s................... 1922-33 100 8.00 
PUBLIC UTILITIES 
$7,000,000 Rochester Gas & Elec. 78.............6ceceene 1946 96 7.35 
3,000,000 Central Maine Power 7s...............0++.00-- 1941 95% 7.45 | 
1,000,000 Adirondack Power & Light @s................. 1950 85 7.25 | 




















at the option of the holder into common 
stock of the company at $125 per share 
with appropriate provisions for a reduc- 
tion of the conversion price in the event 
of an increase in the number of common 
shares outstanding. This privilege is like- 
ly to prove of considerable value to the 
bond holder, since the stock has sold 
as high as $270 per share and within 
the past 7% years, has not sold below par. 
At present the dividend rate on the stock 
is 12% per annum. 

The bonds constitute the sole funded in- 
debtedness of the company with the ex- 
ception of about $160,000 real estate pur- 
chase money mortgages. The company’s 
balance sheets as of May 31, last, after 
giving effect to this financing, shows net 
current assets of over $10,000,000, or more 
than two and one-half times the principal 
amount of the issue. Earnings of the com- 
pany since it began operation in 1913 have 
been of substantial proportion. Average 
annual net income for the entire period 
of its existence, after depreciation and 
all interest charges, has been nearly seven 
times the maximum annual interest re- 
quirements on these bonds. It is pointed 
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company, after giving effect to this issue, 
represents a book value of approximately 
$34,500,000, against which funded debt 
outstanding amounts to about $19,500,000 
The security behind the bonds is ample, 
the earning power is good, and the com- 
munity in which the company operates as- 
sures it of continued prosperity. On their 
yield basis of 7.35%, the bonds may be 
considered very attractive. 


City of Philadelphia 50-Year 514s 


There was strong competition for this 
issue of bonds, there being 71 bidders, a 
record number in recent years. The suc- 
cessful bidder secured the bonds at 104.139 
and offered them to the public at 105% 
on a 5.20% basis. This represents the 
highest yield ever obtainable on a City of 
Philadelphia issue, the previous high mark 
being 4.90%. There was an excellent de- 
mand for the bonds and they were soon 
all sold. The opportunity to obtain a 
security of this character on a 5.20% basis 
has seldom, if ever, been available. 

The credit of the City of Philadelphia 
ranks unusually high among American 


(Continued on page 505) 
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ue F the roads in the group known as the 

rf New England Carriers had simply the 
ordinary railroad ills to contend with, 
their stockholders might not have so much 

. to worry about. As a matter of fact, 

id however, these carriers are operating un- 

i- der special handicaps; and of all the roads 

dl to feel the effects of mounting costs and 

ye _ ° 

:. declining traffic, they have, unquestionably, 

- suffered the most. 

» The Trouble 

o Just what the trouble is with the New 








England Carriers can be put into one 


sentence: Short haul traffic and high 
operating costs of terminals. Everybody 
who knows anything about railroading 


knows that the real profits lie in long-haul 
traffic; but the New England trunk lines, 
carrying freight to all points of the New 
England States and New York and, vice 
versa, from these points to the railroads 
entering trunk line territory, have com- 
paratively short hauls and enormous 
terminal costs. 

The cost of handling this short haul 
traffic has risen out of all proportion to 
the returns. So much ‘so that, unless a 
new working agreement can be made be- 
tween the roads entering the New England 
district and these trunk lines, the latter 
face the prospect of going under al- 
together. 

A glance at the accompanying table 





Railroads 


Saving the New England Roads 


A Promising Plan 


will show the mess the two chief operating 
roads in the trunk line territory are in 
now. Certainly, no added evidence is 
needed of the necessity for speedy and 
practical relief. 

The roads carrying freight to and from 
these terminals say the trouble with the 
New England roads is inefficient handling 
of traffic, large wastes, and insufficient 
local rates. There may be some truth to 
these charges; and it is certainly incum- 
bent upon the Interstate Commerce Com- 
mission to investigate the matter and ar- 
range for the necessary changes. But 
the real remedy to the situation is not to 
be found here. 


The Remedy 


A prominent Wall Street banker re- 
cently expressed his ideas as to how the 
situation should be handled. It is the 
writer’s humble opinion that this banker’s 
plan is one it would be hard to improve 
upon, and which is certainly deserving of 
a try-out by the roads concerned. Briefly, 
the plan proposed is to have the rail- 
roads entering the Trunk Line territory 
bear a proportionate amount of the 
heavy expenses incident to the handling 
of large terminals. 

The plan would work something like 
this: The New England roads would keep 
an accurate accounting of all earnings de- 
rived from business interchanged with the 
railroads entering the Trunk Line ter- 
ritory, and these lines would pay over to 






the New England roads, pro rata, and in 
proportion to the earnings derived from 
this traffic, a sum which would equalize 
the net earnings of the New England rail- 
roads (this payment not to exceed 12%% 
of such gross earnings). This is to say, 
if in any one month all the railroads in 
the Trunk Line territory had net earnings 
at the rate of 344% per annum of their 
value, and if the deficiency in the New 
England roads below 3%4% during that 
month should have been $10,000,000, then 
the lines in Trunk Line territory would 
make good, out of their earnings, this dif- 
ference, pro rata. 


An Example 


As a concrete example, if the earnings 
of the Pennsylvania Railroad on business 
interchanged with the New York, New 
Haven & Hartford during a certain month 
should have been $1,000,000, then the 
Pennsylvania Railroad would be required 
to pay up to $125,000 (12%4% of the gross 
business) to the New York, New Haven 
& Hartford, or as much less as may be 
required. 

The present situation is one that calls 
for prompt action. Something must be 
done, and done quickly, if the New 
England roads are to be kept out of 
receivership, and the entire railroad 
situation is to be saved from the con- 
sequent shock of such an event. The 
Lisman plan seems worthy of a trial. 








CONDITIONS OF NEW ENGLAND ROADS 
INCOME ACCOUNTS 
N. Y¥., N. H. & HARTFORD 
Income Avail. Net Avail. 
for Bond Bond for Capital 
| Interest Interest Stock Amount 
| —_——(000 omitted) ———_ per Share 
| BEER, SG séncccescqes $21,898 10,710 $11,187 $7.18 
re 23,86 10,478 13,385 7.49 1912 
RRA 19,951 11,029 8,922 4.96 1913 
a aa 12,108 11,840 268 15 1914 
aa 11,686 9,380 2,308 1.49 Mil etnse kt oopadhoos 
a 13,659 9,343 4,315 2.75 Di kearucehestsssees 
0 a ree 11,686 9,282 2,404 1.53 DiGdidivwwseskvetesdese 
Se ae 2,394 9,678 D 7,283 sa Pests neh cmameien ale 
BS 05.600066e000% 1,730 9,635 D 7,905 Db ab6euedeépeccesaces 
tas Vener codec D17,079 10,341 D27,996 PINS dbiins ctbee 6s vsdece 
1921 (5 mos.)..... D 4,653 4,300* D 8,958 Be: @ GORD ccccceves 
BALANCE SHEETS 
December 31, 1920 
Current Assets Current Liabilities Current Assets 
Gat icidipi chile sce sc ccstes ,888 Traffic and Car Serv. Bal..$11,763 Cash .............--.ee00- 
Loans and Bills Rec...... 25 Aud. Accts. and Wages Loans and Bills Reo 
Service Balances ......... 2 ST cLmendenhestinesces 7,398 Service Balances ......... 
Due from Agts. and Cond. 506 Miscel. Accts. Pay........ 2,007 Due from Agts, and Cond, 
Miscel. Accts, Rec........ 6,594 Divds. and Int. Unpaid... 4,872 Miscel. Acts. Rec......... 
Int. and Divds. Rec....... 611 Other Current Liab........ 651 Int. and Divds, Rec....... 
Taxes OE yeimccetecs 1,550 
MEE Achsetaaeesenonad $16,019 TR cciteakanat thannd $28,241 EE cn kcennie babe e+ 
Met Working Capital.................6scceeeus D $12,222 Net Working Capital. 
Se wn h0 66 ep Ra cod edebods bess occahe Sdeccus Pere 





BOSTON & MAINE 


Income Avail. Net Avail. 
for Bond Bond for Pfd. 
Interest Interest Stock 

—(000 omitted )——_———, 

$3,403 $1,775 $1,290 

2,700 1,765 50 

1,576 1,755 D 2,044 

stews 2,721 1,755 D 3834 
ees 6,878 1,755 4,065 
sesee 4,508 1,755 D 419 
sant D 3,478 1,724 D 6,088 
cake 1,385 8,419 D 8,151 
eases D11,822 5,272 D17,884 
setee D 4,365 2,200* D 6,565 


Current Liabilities 
Traffic and Car Serv. Bal. .$11,984 


Aud, Accts, and Wages 
1,106 DE <i antéstheeweetend 9,359 
1,565 Miscel, Aoccts, Pay........ ,510 
5,358 Divds. and Int. Unpaid... 2,873 
Other Current Liab........ -184 
Taxes Accrued ........... 109 
$11,978 TREES cevisocedépeesess $25,519 
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The Northern Pacific Dividend 


How Long Will the Present Rate Last? 


T is an old saying in Wall Street that 
the ticker tells no lies, the underlying 
idea being, of course, that security 

prices, as recorded on the ticker tape, al- 
ways reflect true conditions, present or 
prospective, no matter how inaccurate the 
general public’s information may be. 
However, there has been at least one oc- 
casion of late on which the ticker, if it did 
not actually lie, at any rate failed to tell 
the truth, and that was in connection with 
the recent declaration of the usual quar- 
terly Northern Pacific dividend. 

For some months previously it had been 
generally assumed in the financial dis- 
trict that the extremely poor earnings of 
the Northern Pacific Railroad had made a 
cut in the dividend imperative. On that 
assumption traders had sold the stock 
heavily, with the result that the price 
gradually, and at times sharply, declined 
to the extreme low of 61%. Surely, said 
all Wall Street, Northern Pacific’s divi- 
dend is in danger, and not even the subse- 
quent rally to above 70 served to shake 
Wall Street’s confidence in the truthfulness 
of the ticker. It occasioned no little sur- 
prise in speculative, as well as in invest- 
ment, circles, therefore, when the direc- 
tors, openly confessing that the road had 
not earned its dividend requirements for 
the quarter in question, actually declared 
the usual quarterly disbursement of 14%. 


A Questionable Policy 


If a sound policy dictated, especially in 
times of widespread business and indus- 
trial depression, it would call for a con- 
servation of all the road’s resources. The 
action of the road in declaring the regu- 
lar quarterly dividend out of accumulated 
surplus is especially striking, in compari- 
son with the Pennsylvania and Chesapeake 
& Ohio dividend action. The operating 
results of Northern Pacific since the ter- 
mination of Government control have been 
equally as poor as that of the Pennsyl- 
vania Railroad, and in comparison with 
the Chesapeake & Ohio earnings have been 
considerably worse, yet the directors of 
the Chesapeake & Ohio road deemed it 
advisable to defer dividend action in view 
of the uncertain outlook. Had the action 
of the two roads been reversed, that is, 
had Northern Pacific deferred its dividend 
and C. & O. paid it, it would have been 
“according to Hoyle.” Chesapeake & 
Ohio, under private operation, has 
earned at the annual rate of about $9.50 
a share on the common stock as against 
earnings of Northern Pacific for the 
same period at the rate of only about 
34% of fixed charges. 

This dividend payment of Northern 
Pacific called for an outlay of $4,340,000. 
Let us examine the company’s balance 
sheet as of Dec. 31, 1920, and see what 
sort of condition the road was in at that 
time : 

We find current assets amounting to ap- 
proximately $60,900,000, From this should 


462 


By ARTHUR J. NEUMARK 


be deducted $19,000,000 due from the Gov- 
ernment for Federal compensation, which 
was of no value to the road so far as the 
payment of the last dividend went. There 
was also included $14,400,000 of materials 
and supplies, which obviously cannot be 
considered as a current asset, as it is in 
the case of a manufacturing company 
which turns its goods into capital every 
day. This item is, in the true sense of 
the word, “working capital,” that is, some- 
thing which is on hand to take care of 
future operations and will later be reflected 
in operating expenses. A total of $6,100,- 
000 of special deposits must also be de- 
ducted. We are thus reduced to a figure 
of $21,400,000 for actual liquid assets, of 
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which $9,800,000 was in cash and the bal- 
ance in receivables. Against this last, the 
company had current liabilities of $27,- 
200,000, which included the dividend pay- 
able on February 1, 1921. We thus find 
Northern Pacific entering the year 1921 
with an excess of current liabilities over 
current assets to the extent of about $5,- 
800,000. 

For the first five months of operation 
in the current year the road reported a 
net operating deficit, before rentals and in- 
terest, of $1,211,337. No relief could have 
been obtained, therefore, from earnings 
thus far this year. 


Where Was Dividend Money Obtained? 


Where then did Northern Pacific obtain 
the money to pay over $6,000,000 of inter- 
est on its funded debt and two quarterly 
dividends aggregating $8,700,000? We 
know that Northern Pacific received from 
the Chicago, Burlington & Quincy, thus 
far this year, dividends amounting to $5,- 
300,000, including the 5% declaration of 
the latter road on its increased capitaliza- 
tion. These dividends would have been 
enough to take care of about a half a year’s 
interest requirements. How about the $8,- 
700,000 of dividends and the $5,800,000 of 


excess current liabilities? The writer can 
only surmise that this deficiency was met 
by a sale of U. S. Treasury Certificates 
of Indebtedness, aggregating $3,300,000, 
and from the sale of lands which were con- 
tracted for at $13,500,000, both carried on 
the books of the company as of Dec. 31, 
1920, as investments. The only alterna- 
tive would have been to borrow this 
money from the banks. It is a well known 
fact that the Hill roads have strong finan- 
cial interests behind them. 


On the basis of a sound financial policy 
the writer can see absolutely no justifica- 
tion for the full Northern Pacific dividend. 
However, it is the writer’s belief that spe- 
cial circumstances were responsible for this 
action. With Northern Pacific it seems to 
be a question of maintaining its prestige 
and bolstering its weakening credit status. 
The last payment made might well be con- 
sidered an_ effort to uphold the standing 
of the new Northern Pacific-Great North- 
ern 6%% bonds recently issued. The 
road’s long dividend record was certainly 
a strong selling argument for the high 
grade character of these bonds, and a dis- 
continuance of this dividend so soon after 
their flotation would necessarily have had 
a depressing influence on their market 
price and rating, and would have made it 
difficult to obtain any further loans. But 
procedures of this kind in most instances 
only serve to prolong the agony. 


The Next Dividend 


At the present writing it does not look 
as though Northern Pacific will be able 
to obtain much greater relief from earn- 
ings to meet the November 1 dividend re- 
quirements than it did for the last pay- 
ment. Where then can it be expected to 
obtain the money to make another $,- 
340,000 disbursement? The 5% dividend 
of the Chicago, Burlington & Quincy R.R., 
amounting to $4,250,000 for Northern 
Pacific, no doubt pulled the road through 
the last payment. The next dividend dis- 
bursement of the Burlington, however, 
would not be available for the November 
Northern Pacific dividend, but on the 
other hand, the possibility of a substantial 
payment from the Government under the 
new financing plan to help the railroads 
might enable the road to continue its pol- 
icy of paying dividends out of surplus. 
This payment from the Government might 
amount to as much as $20,000,000, which, 
of course, would go a long way toward 
improving the financial position of the 
road. 


Certainly it is hazardous business pre- 
dicting dividend payments in these times, 
and in the case of this road it would be 
futile to attempt any such thing. That 
the November dividend should be reduced, 
or entirely passed in consideration of the 
road’s weakened financial position is 
rather obvious. It is one thing to fight to 
maintain a long uninterrupted dividend and 
to bolster up the standing of the com- 
pany’s bonds, but it is quite another thing 
to do this at the cost of running the road 
onto a financial crisis. If the present 
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period of depression were to continue for 
another six months, and if the anticipated 
heavy fall movement of crops should not 
materialize, Northern Pacific would be 
compelled to do some new financing in 
order to meet interest requirements. 


. Discrimination Advisabl 
In these times, when optimism seems to 
be running rampant as to the outlook for 


the railroads, and investors all over the 
country are showing their confidence and 


belief in the American railroads, it seems 
advisable to sound a note of warning 
against indiscriminate purchasing. In the 
writer’s opinion, there are too many ex- 
ceptionally attractive railroad securities to 
be had at present to warrant the purchase 
of this company’s stock at this time. The 
payment of the next quarterly dividend 
would in no way alter the circumstances, 
and in fact, might even reduce the de- 
sirability of the stock as a permanent in- 
vestment. 





The Railroad Dilemma 


The following extracts are from the 
statement of the Director-General, at- 
tached to the President’s recent mes- 
sage to Congress. 

During the period of Federal control 
there was expended by the Railroad 
Administration, on behalf of the car- 
riers, some $1,144,000,000 in additions 
and betterments properly chargeable to 
capital account. Of this sum in excess 
of $381,000,000 was used in the pur- 
chase of additional’ equipment, consist- 
ing of 100,000 box cars and 2,000 loco- 
motives, and the expenditure for this 
equipment has been taken care of in 
equipment trust certificates now held 
by the Railroad Administration. This 
leaves about $763,000,000 of additions 
and betterments which, if not funded, 
must be deducted from the amount due 
from the Railroad Administration to 
the carriers in final settlement. An 
extension of the time in which these 
addition and betterment obligations 
could be paid to such carriers as could 
give reasonable and satisfactory se- 
curity would enable the carriers receiv- 
ing this extension to expend this 
amount of money in the much needed 
rehabilitation of their cars and locomo- 
tives, and apply the usual and necessary 
maintenance upon their way and struc- 
tures, so that the national system of 
transportation could be equipped during 
the coming fall and winter to promptly 
and effectively perform its duty to the 
public in the way of prompt and effi- 
cient transportation. 

(1) Difference between normal and 
present number and present percentages 
of bad order freight cars and locomo- 
tives—The percentage of bad order 
freight cars has not been below 5% 
at any time during the past five years. 
During the year 1917 it ranged between 
5.2% and 6%. While there is no gen- 
eral agreement as to what the normal 
percentage should be, it seems to be 


generally accepted at from 5% to 6%.- 


The percentage of bad order cars on 
July 1, 1921, was 15.6%, or about 10% 
above normal. The total number of 
freight cars in service at the present 
time is about 2,400,000 and 10% of that 
number would be 240,000, which repre- 
sents the excessive or abnormal bad 
order condition of freight cars today. 
The normal percentage of bad order 
locomotives is understood to be 10%. 
The percentage of bad order locomo- 
tives on July 1 was 23.9%, or 14% 
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above normal. The total number of 
freight and passenger locomotives (ex- 
clusive of switching) is about 50,000 
and 14% of this would be 7,000 locomo- 
tives, which represents -the abnormal 
bad order condition of locomotives at 
the present time. 

(II) Deferred Maintenance. — The 
amount of deferred maintenance at the 
present time has been conservatively 
estimated at $400,000,000, of which 
$200,000,000 represents maintenance of 
way and '$200,000,000 maintenance of 
equipment. That is, they are the 
amounts which should be expended on 
the railway properties to bring them up 
from their present physical condition 
to normal. 

(III) Shortage in Number of Rail- 
way Employes.—The total number of 
railway employes in the first quarter 
of 1921 was 1,691,471. This was less by 
340,456 than the average number in 
1920, and less by 302,053 than in the 
first quarter of 1920. 

This manifestly means an enormous 
increase of unemployment. If the rail- 
roads were in a position to resume their 
normal maintenance of way and struc- 
tures and equipment it is conservatively 
estimated that it would mean imme- 
diate employment of at least 200,000 
workmen. 

(IV) Delayed Payments of Vouch- 
ers.—Deferred payments of the current 
liabilities of the railways, representing 
principally payments due for fuel and 
materials used in operation, have been 
conservatively estimated at not less 
than $300,000,000. 

The failure to pay these has involved 
great industrial distress and depression. 
It has meant the shutting down of 
many industries. If the railroads are 
paid what is due them by the Govern- 
ment, they in turn can pay these debts, 
and the starting up of industry will be 
enormously assisted and promoted. 


It is evident if the products of our 
farms, of our forests, of out mines and 
of our other industries are to find a 
way to market, the railroads must be 
adequately equipped to move them. 
Manifestly, from the foregoing statis- 
tics, they are not now so equipped. If 
there is to be a return, as we devoutly 
hope there soon will be, of normal 
business activity and prosperity, it must 
not be halted and obstructed by insuf- 
ficient transportation, which is a funda- 
mental condition of all commerce. 


Exchange Fluctuations 


In its monthly review dated August 1 
and compiled by Richard L. Austin, Fed- 
eral Reserve Agent, the Federal Reserve 
Bank of Philadelphia says, in part: 

The United States is practically the only 
country in the world today which is ac- 
tually on a gold basis. Hence the value 
of any foreign currency quoted in dollars 
represents the actual gold value of the 
currency in question on the date of the 
transaction. Evidence of this is seen in 
the fact that the price of gold on the 
London market on any day is fixed by 
the date of dollar exchange on that day. 
Consequently the dollar exchange rate is 
a reflection of the gold values of foreign 
currencies and therefore an indication of 
the currency inflation which has taken 
place abroad. 

It is interesting in this connection to 
compare the exchange rates between these 
countries and the United States with the 
relative commodity prices in these vari- 
ous countries and in the United States. 
The following table shows the index num- 
bers for May for the countries whose rates 
are shown in the chart, compared with the 
average exchange rates during the month. 


Ratio Average 
to U.S. Exchange 
Index Index rate in per 
Numbers Number cent of par 
79.0 81.4 
46.0 440 
27.6 27.2 


England 

France 

Italy 

Germany 

United States.. 151 


10.6 5.3 


The second column was obtained by di- 
viding the United States index number, 
which is a gold price index number, by 
each of the other index numbers in turn. 
This quotient thus represents approxi- 
mately the commodity value of the dollar 
in each of the countries listed, or the 
“purchasing power parity” between the 
United States and these countries. A 
comparison of this purchasing power par- 
ity with the exchange rates for the past 
two years shows a remarkable similarity 
between the two, which leads to the belief 
that the exchange rate between two coun- 
tries, in the absence of the stabilizing ef- 
fects of gold shipments, depenils very 
largely upon the commodity value of the 
two currencies in question. In other words 
the rate of exchange is a reflection of the 
inflation, and of the decline in purchasing 
power, of currency quoted at a discount. 

A return of these rates to the nominal 
gold par of exchange, in the absence of 
uncontrolled gold shipment, must be ac- 
companied by a deflation of the currency 
and an elevation of the commodity pur- 
chasing power of these currencies to a 
level equivalent to that of the dollar. In 
fact this depreciation, extreme as it is, is 
not, per se, prohibitive to international 
trade, but the violent fluctuations which 
have occurred during recent months make 
legitimate trade between countries ex- 
tremely hazardous, as an expected profit 
on imported or exported merchandise may 
be turned into a loss through a change in 
the rate of exchange before the payment 
of the account, 

Some stabilization of rates even at the 
present low levels would be preferable to 
such violent and unpredictable fluctuations 
as are occurring constantly. 


463 














IREND IN INDUSI 




















HIS article attempts to picture the 
condition and prospects of the Amer- 
ican railroads (as directly affecting 
the prices of their securities) in a new 
way. It ignores what the writer is 
pleased to call “comparative statistics,” 
by which is meant 


The Railroads 


As Judged by Fundamentals 
By JAMES J. KIRWAN 


ject to the same basic influences of busi- 
ness, credit and trade, and are therefore 
operating under parallel conditions and 
confronted by the same advantages or 
disadvantages. 


It is interesting to note how sharp the 
line of demarcation between conditions 


Cane Sugar; Coal (Bituminous); Cotton 
(Growing) ; Cotton Goods Manufacturing; 
Exports and Imports; Fruit Products ; 
Iron Ore; Oil; Phosphorus Mining; 
Shipbuilding; Timber; Tobacco (Grow- 
ing and Manufacturing). 


In Chart No. 1, these industries are 


shown in tabular 





the figures relat- 
ing to capital, 
funded debt, earn- 
ings, and present 
and past perform- 
ances; and it con- 
itself almost 
entirely to “fun- 
damental statis- 
tics,” having to 
do with demand 
and supply condi- 
tions in the terri- 
tories served, 
labor, money and 
credit and gen- 
eral business out- 
look. The method 
appeals to the 
writer because it 


fines 





form; and from 
an inspection of 
the table it is pos- 
sible to estimate, 
with a_ consider- 
able degree of ac- 
curacy, just how 
much increase of 
freight the South- 
ern Group Rail- 
roads have hopes 
of obtaining — if 
any. Noting, in 
connection with 
this chart, that for 
the first five 
months of the 
year, which is 
35% of the rail- 
road traffic year, 
the Southern 
Group of roads 
did not earn 








works from basic 

influences wp 

rather surface appearances 
(past earnings, for example) down. 

For purposes of simplicity, the roads of 
the country are divided into three groups, 
as outlined by the Interstate Commerce 
Commission, namely, (1) the Southern 
Group; (2) the Eastern Group and. (3) 
the Western Group. The argument being 
that, to all practical purposes, the car- 
riers in any one of these groups are sub- 
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than from 


American Railroad Groups 


affecting any one of the groups named and 
either of the other two. 
The Southern Group 


A map accompanying this article shows 
the territories served by each of the three 
groups. In the Southern Group territory 
it will be noted are found the following 
principal industries from which the tribu- 
tary roads derive the major portion of 
their tonnage: Agricultural Chemical; 


enough to meet 
charges; further 
noting (as shown 
in the chart) that something over 3% 
of the South’s industries are either in 
a “poor” or else a “very poor” condi- 
tion; and, finally noting that the prospects 
for the near future hold out little hope of 
relief for more than 60% of the indus- 
tries, the stock market potentialities of 
Southern Group securities become far 
from impressive. 

Another influence working against the 
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progress of railroads in this Southern 
Group is the fact that water rates are 
substantially lower than rail rates. As a 
result, shippers are naturally discriminat- 
ing in favor of the water routes. 


The Eastern Group 


Familiarity with the territory served 
by the Eastern Group reveals the fact 
that this territory is served by an assort- 
ment of our most powerful railroad com- 


fundamentals, in the strongest position 
of the three. 
The Roads as a Whole 

From the picture presented by the three 
charts we are able to get a pretty clear 
idea of the factors working for or against 
the railroads according to groups. The 
Western carriers have excelled according 
to this method of analysis. 

It is now worth while to approach the 
subject of future railroad earnings from 





























CHART I,—SOUTHERN GROUP. 
Very Very 
Industry Poor Poor Fair Good Good Remarks 

Agricultural Chemical .... P F..... .... .... «++. Demand very poor, Industry passing 
dividends, even on preferred shares. 

Ge I ee caaseccacces PF Crop above required needs. Prices 
falling. Warehouses full of last 
year’s crop. 

Coal (Bituminous)........ ric F West. Va. strike keeping production 
very low. Outlook much better, 

Cotton (Growing) ........ F creage reduced Fo Crop fair. 
Prices falling. Demand ht, 

Cotton Goods (Mfg.)...... baes Sasseening demand for silks cutting 

emand, 

Exports and Imports...... PF Europe not buying or mabafacturing 
to any great extent. South America 
over supplied, 

Food Products ........... F .... Lower rail and water rates should 
assist materially. 1 

I Sawhkne vcenadeces P F Present production 15-20% capacity. | 
Steel, building trade, etc., expected 

, to increase demand in 1922, | 

Phosphorous Mining ...... PF Eppent production 10% of normal. | 

; md very poor. 

Shipbuilding ............. P Over-production, present contracts 
nearing completion. Little new work | 
in sight. | 

DEE wecccceceseescenea P F Awaiting resumption of railroad and } 

: building operations. 

Tobacco (Growing & Mfg.) F .... Specific trade marked articles manu- 
factured here in demand. Lower 
prices should help demand. 

P—Represents present conditions. F—Probable near future conditions. | 
binations. Furthermore, within the a somewhat broader angle. That is, to 


boundaries of this group are to be found 
the most densely populated sections, per 
square mile, in the country. 

From Chart No. 2 it will be seen that 
some essential “fundamentals” which were 
entirely absent in the Southern Group are 
present here. Furthermore, general con- 
ditions are revealed as being very much 
better. Of the fourteen industries listed, 
over 85% show prospects of consider- 
able improvement; and only about half 
are in “poor” or “very poor” condition. 

So far—that is, for the first five months 
of 1921—the roads in this Eastern Group 
have not attained any very wonderful net 
earnings, although an improvement has 
been noted in the last two months. The 
weakest section of this territory seems to 
be New England which, as a large manu- 
facturing center, was quick to feel the 
effects of depression and is likely to be 
one of the. last sections to recover. (The 
position of the New England carriers is 
more fully analyzed in another article in 
this issue—Editor.) But broadly speak- 
ing, the Eastern Group is in a far better 
position than the Southern. 


The Western Group 


Present conditions, and prospective con- 
ditions, in the Western Group as out- 
lined in Chart No. 3, present a consider- 
ably more encouraging picture than in 
the case of either the Southern or Eastern 
sections. Something like 65% of the 
industries involved are in either a “fair” 
or “good” condition at the present time; 
over 70% of the industries promise to 
work into “good” or “very good” condi- 
tion in the not far distant future. This 
places the Western Group, according to 
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list the industries (in our mind) which 
will be among the first to recover from 
depression; and then, by determining 
which railroad group serves the majority 
of such industries to plot out the railroad 
group it would be logical to expect will 
recover first. 

It is certainly not a controversial claim 
that the industries producing the necessi- 


ties of life will be among the first to re- 
spond to any renewal of public buying. 
After that, the industries which supply 
raw materials to manufacturers should re- 
spond, This latter confidence (in the 
future of raw material producers) is 
based on the evidence that manufacturers 
of today are carrying as small surplus 
stocks as they possibly can; and will have 
to stock up again, and that on a large 
scale, when any signs of recovery set in. 

Granting the latter two assertions, 
which the writer believes to be self-evi- 
dent, it is interesting to note what in- 
dustries, broadly speaking, and as rep- 
resented by their products, supply now 
and will have to go on supplying the neces- 
sities .of life and the raw materials. 
Grouping the essential products and the 
raw materials together, we find the fol- 
lowing to be the most important: 


Wheat Sugar Oil Chemicals 
Corn Fruits Gold Timber 
Meat Coal Silver Hides 
Salt Iron Ore Copper Furs 

Fish Cotton 


These are the necessities of today and 
the essential raw materials of tomorrow. 
They are the commodities for which there 
must be the steadiest demand at all times, 
and for which there must be the greatest 
increase in demand under any period of 
recovery. There are eighteen of them in 
the list; and they represent the most im- 
portant commodities and raw material 
products. 

Of these eighteen products and com- 
modities, the far greater number origi- 
nate in the territory served by the 
group of railroads here classified as 
“Western.” In other words, judging 
from the fundamentals of present and 
prospective demand, the Western Group 
should enjoy the steadiest flow of 
freight while depression lasts; and, 
when recovery sets in, stand to enjoy 
the greatest increase in freight. 


(Continued on page 504) 








Very 
Industry 
Automobile 
Coal— 
Anthracite 
Bituminous 


Electric Goods and Appli- 
ances 


Exports and Imports .... P F 


Fish, catching, canning. . 


Food Products 


Marble 


Manufacturing— 
Woolens 
Silks 
Clothing 
Textiles 


Rail Equipment 
Rubber Products 


Tobacco, growing, mfg... .... .... P 


P—Represents present conditions. 





CHART II,.—EASTERN GROUP. 


Poor Poor Fair Good Good 
oape F P eee  20se 


P 
P 


P 


: ¥F : F ; % over. 


F—Probable near future conditions. 


Very 
Remarks 
Present conditions fairly good, but 
slump expected in fall and winter. 
F .... Separation from R. R. ownership. 
F Satisfactory labor conditions, Any in- 
crease in general business will in- 
crease demand. 
F Increased household uses. Develop- 
ment in marine and railroad uses. 
General tendency to use electricity 
by public. 
European and South American condi- 
tions poor. New tariff. 
F .... High meat costs, low freight and la- 
bor cost. Canning costs lower. 
Lower prices increase demand. Low 
freight and water rates, Lower labor 


costs. 
F Labor cost declining. Expected build- 
ing operations will increase demand. 


F .... Increased production due to demand, 
. «ee» Inereasing uses for wearing apparel. 
Lower labor cost, Buyers’ strike 

Increased operation in mills, 

demand good. 

Prices declining. Demand greatly re- 

duced. 

Should increase. Railroads expected 

to place large orders, 

Over-production facilities. Demand 

poor. Every indication points to long 

depression. 

Practically a monopoly in East. 

Production at minimum, R. RB, build- 

ing industries at standstill. Expect 

good demand in spring. 

F Lower labor costs. Good crops. Prices 
duci to ° 
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Famous Players-Lasky Corpn. 





The Giant of the Movie World 


HE recent sharp decline in the shares 

of the Famous Players-Lasky Cor- 
poration and other companies engaged in 
the business of entertaining the public has 
served to rivet attention on the present 
status of these companies and their out- 
look. So radical a decline marketwise ob- 
viously could not have occurred without 
some fundamental change within the in- 
dustry and a close examination of the con- 
dition of the industry will disclose the 
fact that an im- 


Weakened by Depression 
By A. T. MILLER 


dreds of small moving-picture houses are 
closing down all over the country. De- 
spite the predilection of the American 
public for the moving-picture form of en- 
tertainment, economic conditions are such 
as to make it impossible for tens and hun- 
dreds of thousands of families to indulge 
as frequently as before in their favorite 
pastime. The main support of the mov- 
ing-picture industry is the wage-earner and 
with five millions of wage-earners out of 
work, it is obvious that the industry should 
feel the effects very keenly. 


be compelled to do so and it is fairly safe 
to venture the assertion that within a year 
or two the enormous salaries now paid to 
leading artists will have become a thing 
of the past, except in the case of one or 
two world-famous stars who hold a unique 
position in the affections of the public. 

In the meantime, however, the industry 
will have to struggle along under the han- 
dicap of high costs and diminishing in- 
come. A number of the little concerns 
will go out of business. In fact, a num- 
ber of them have already closed their 
doors. The larger 
concerns, however, 





portant change has 
indeed occurred. 


Industry Over- 
grown 

Plainly, the mov- 
ing-picture indus- 
try is overgrown 
It has expanded 
too rapidly and 
that mostly at a 
time when prices 
were at their high- 
est. Companies, 
even of the most 
insignificant type, 
expanded without 
regard to possible 
future economic de- 
velopments, made 





especially those 
ably managed and 
well financed, 
should be able to 
give a fairly good 
account of them- 
selves during the 
period of depres- 
sion through which 
they have just com- 
menced to pass. 
The Colossus of 


the Industry 

As the largest 
factor in the mov- 
ing-picture indus- 
try the present and 
probable future 
status of Famous 








contracts with their 
stars that first 
made the stars rich 
and then the com- 
panies poor, and in general acted as if 
the abnormal prosperity arising from the 
war would continue indefinitely. 

All this was well so long as general 
business conditions remained good. Sal- 
aries paid to stars could be “raised to the 
sky” as long as the public crowded 
the moving-picture houses and _ footed 
the bill. A salary of $5,000 or $10,000 
a week paid to a famous actor or actress 
was easily afforded by a company so long 
as Tom Smith took his wife and family to 
the “movies” two or three times a week. 

But when Tom Smith lost his job and 
other Tom Smiths lost their jobs, which 
occurred when the steel plant at which 
they were working was shut down, their 
attendance at the “movies” was limited to 
once a week if they went at all. But now 
that attendance has diminished, there is 
less demand for pictures and consequently 
the heavy salaries paid to stars and other 
high expenses of production, are proving 
a burden. 

The situation today is such that hun- 
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The $2,500,000 Studio of the Famous Players-Lasky Corporation at 


Long Island City. 


Another factor affecting the industry has 
been the exceptionally hot summer. This 
has helped to hold attendance down to a 
point where it hardly paid the moving- 
picture houses to remain open. In the 
larger cities the situation is not so bad, 
but even there a serious decline in at- 
tendance is noted. 


The Past and the Future 


Briefly, the moving-picture industry is 
in an unfavorable position. It has built 
studios at great costs, hired artists at ex- 
travagant figures, and has bound itself 
with expensive contracts which must be 
loyally fulfilled. At the same time rev- 
enue is declining and income has been rad- 
ically depreciated. An attempt is now 
being made to lower costs by putting into 
effect lower wage schedules and more 
favorable contracts with the performers. 
It has not been difficult to cut wages but 
as a class the artists are recalcitrant about 
accepting any downward revision in their 
salaries. Eventually, however, they will 


Players-Lasky is of 
unusual interest 
and importance. 
Since its organiza- 
tion in 1916 this company has made rapid 
strides, is today recognized as the leading 
producer in the country and has expanded 
its operations into many parts of the 
world. 

The company operates studios at Holly- 
wood, Cal., Fort Lee, New York City and 
Long Island City, N. Y. The latter plant 
was put up last year at a cost of $2,500,- 
000 and is one of the largest of its kind 
in the world. Lately, production has been 
discontinued there, the company producing 
completely in its Hollywood studios. 

Famous Players both produces and dis- 
tributes its pictures and in this way is able 
to maintain a good grasp over its market. 
The company’s pictures are first shown at 
the principal moving-picture houses and 
then after a few months at the less im- 
posing palaces of entertainment. They 
finally work down toward the cheapest 
houses. In this way, practically the whole 
field is covered, the entire process taking 
about two years. The inventory consists 
principally of pictures which are depre- 
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ciated automatically in value as released, 
until at the end of three months they are 
carried at only 50% cost and at the end 
of two years they are carried at only $1. 

The company has contracts with some 
of the leading actors and actresses in the 
country. Among the most prominent of 
these“are Wallace Reid, Elsie Ferguson, 
Mae Murray, Roscoe (Fatty) Arbuckle, 
and others of like caliber. Among the 
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authors under contract are such world- 
famous personages as Sir James M. Bar- 
rie, Arnold Bennett, Joseph Conrad and 
Cosmo Hamilton. The company has pro- 
iuced and continues to produce such high- 
ly successful pictures as “Sentimental 
Tommy” by Barrie, “Sacred and Profane 
Love” by Arnold Bennett, and “The Con- 
quest of Canaan” by Booth Tarkington. 
Only a rich and powerful concern like 
Famous Players could have such a galaxy 
of shining stars on its payroll and the 
high quality of its pictures is a by-word 
in the moving-picture industry. 


Profitable Foreign Business 


In the past two or three years the com- 
pany has developed a very profitable for- 
eign business. American pictures are ex- 
tremely popular the world over and the 
company has not found it difficult to build 
up a very imposing business abroad. 
Through its foreign subsidiaries and sales 
agents, it distributes to many of the 20,000 
odd moving-picture houses in foreign 
parts. Unfortunately, owing to ‘growing 
competition on the part of foreign pro- 
ducers and the natural desire of foreign 
governments to protect their own indus- 
tries, Famous Players is commencing to 
feel the effects of an unfavorable foreign 
environment. Some countries have im- 
posed a very high import tax and in other 
ways are discriminating against the Amer- 
ican product. If this policy is continued 
for any length of time, the company must 
inevitably lose a good share of the foreign 
business which it has so carefully built 
up and this consequently will be reflected 
in lessened earnings. This is one of the 
features in the Famous Players situation 
which is now causing that stock to be 
regarded less favorably than heretofore. 

There is a certain amount of competi- 
tion from foreign sources which are at- 
tempting to distribute their pictures to 
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this country. The Germans are principally 
active in this regard. However, the net 
effect can be considered negligible: first, 
because the American public, except that 
in the large cities, is not partial to foreign 
productions, and second, because the 
amount of importations is negligible com- 
pared with our own heavy production of 
pictures. 

Famous Players sells to about 15,000 out 
of the 19,000 picture houses in the country. 
Inasmuch as hundreds of them are shut- 
ting down, the company is naturally affect- 
ed to that extent. It is probable that 
within a year or so the number of picture 
houses will be diminished by 10% or more. 
Additionally the remaining places of en- 
tertainment will almost certainly see a 
marked falling off in attendance and re- 
ceipts. The call for Famous Players pic- 
tures and others will not be so insistent. 
In fact, the company has already decided 
to curtail its production. The net result 
will be a considerable falling off in the 
earnings shown. 


Recent Earnings 

Last year Famous Players earned a total 
of $21.92 a share and in the first quarter 
of this year earned $6.38 a share or at an 
annual rate of $25 a share. It is exceed- 
ingly doubtful that any such earnings rate 
can be maintained during the balance of 
the year, and while it is obviously impos- 
sible to predict in advance it is practically 
a certainty that the company this year will 
not come anywhere near earning the 
amount of last year. 

The current dividend rate is $8 a share, 
payable $2 quarterly. Considering the like- 


Standard Professional Picture Projector, 
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lihood of declining earnings, it is prob- 
lematical whether or not this rate can be 
maintained. 

From a financial viewpoint, the company 
is in fairly satisfactory shape, showing a 
surplus of about $10,000,000 of current 


assets over current liabilities. On the 
other hand, the liquid position of the com- 


pany is not so good as that of last year. 
Thus at the end of 1920 it had about 
$3,000,000 less cash than at the end of the 
year previous, whereas its inventories rose 
about $5,000,000. Working capital took a 
slump of about $5,000,000 so that in gen- 
eral the financial condition of the company 
is not as good as might be desired. How- 
ever, it is sufficiently strong to tide the 
company over the coming period of depres- 
sion, providing the management institutes 
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a policy of conservatism particularly with 
regard to common stock dividends and 
expenditures in general. 


Conclusions 


Famous Players has no funded debt. 
Outstanding preferred stock (8% cumula- 
tive) is to the amount of $9,650,000. Divi- 
dend requirements on this issue amount toe 
only $868,000 a year and the company 
ought to be able to meet this obligation 
without any difficulty. The stock sells at 
about 80, returning a yield of 10% fiat. 
This stock is not in the class with Steel 
preferred or American Locomotive pre- 
ferred on account of the rather specula- 
tive nature of the industry. Neverthe- 
less, the trade position of the company, 
its fair financial condition and the like- 
lihood that dividends will be main- 
tained entitle this 8% preferred issue 
to a good rating as an investment of 
the second grade. 

The common stock is a purely specula- 
tive issue. It has a nominal asset value of 
$71 a share (no par value) as compared 
with a current market price of about 47. 
However, assets are not nearly so an im- 
portant consideration as earnings, in- 
asmuch as dividends depend primarily on 
earning capacity. While Famous Players 
in the years since its organization in 1916 
has demonstrated a good earning power, 
it is hardly likely to maintain this record 
under existing conditions. As stated above, 
the dividend rate on this issue does not 
appear to be secure. The common 
stock, therefore, cannot be recom- 
mended from an investment view- 
point. On the other hand, it is one of 
the speculative favorites in the market 
and with a favorable market back- 
ground will probably give a good ac- 
count of itself. 
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The Whelan Group 


Article II 
By WILLIAM J. KEARY 


Editor’s Note: In our last issue there appeared an extended analysis of United Retail Stores, Montgomery & Ward, 


United Retail Candy Stores. United Cigar Stores, and R. J. Reynolds Tobacco. 


ing links in the great tobacco and retailing chain built up by George J. Whelan. 


EORGE J. WHELAN has not confined 
his activities in the tobacco industry 
solely to the selling end. In the United 
Cigar Stores he has built up the greatest 
tobacco retailing agency in the country, a 
business that will ever stand as a monu- 
ment to his enterprise and perseverance. 
But in his early days, and throughout his 
career, George Whelan realized that prof- 
itable selling could be made more profit- 
able, by economical buying. At the outset 
of his career in Syracuse, he demonstrated 
this when he persuaded his brothers to 
join him in buying out the business of a 
local cigar manufacturer, in order to fur- 
nish the growing chain system with cigars 
at minimum prices. He believed in the 
manufacturing as well as the selling aspect 
of the tobacco industry. In fact, it has 
been stated that one of his pet projects has 
been to develop a giant tobacco corpora- 
tion that would share in the profits to be 
made from all these angles of the industry 
—growing, manufacturing or selling. Al- 
though there have been frequent rumors 
of the consolidation of various interests 
which combined would make one great 
complete unit in the tobacco industry, noth- 
ing concrete has as yet materialized. 

It is believed that in organizing the To- 
bacco Products Corporation in 1912, 
Whelan intended it to be the instrumental- 
ity for carrying out his plans for a well 
rounded business, but legislative difficulties 
interfered with his intentions. At its for- 
mation, Tobacco Products started out to 
make a mark in the field of manufacturing, 
much in the same manner that, later, the 
United Retail Stores was formed to domi- 
nate the field of retailing. In the case of 
the latter, established enterprises were ac- 
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quired as the nucleus of the large selling 
organization it was purposed to build up 
and other enterprises were formed or 
bought and added as the occasion presented 
itself. The company was not intended to 
be an operating company. Rather, it 
bought controlling or substantial interests 
in component companies which enabled it 
to dictate policies, and become a great re- 
tailing corporation without directly operat- 
ing any type of business. Earlier, when 
the Tobacco Products Corporation was 
formed, the plan was essentially the same, 
namely, control or a large interest in manu- 
facturing companies without directly en- 
gaging in the business of manufacturing. 


At the Outset 


At the outset Tobacco Products acquired 
control of several manufacturing concerns, 
chief among which were Melachrino & 
Co., Schinasi Brothers, and the Falk To- 
bacco Co., the entire outstanding common 
stock of all three being owned by the com- 
pany; and Stephano Brothers, in which the 
company bought a half interest. For the 
first four years of its existence the com- 
pany was solely a holding concern, but 
early in 1917 it undertook the distribution 
of the products of practically all of its 
subsidiaries, thus combining both the func- 
tions of an operating and holding company. 
Since 1917, it has acquired additional hold- 
ings in other tobacco manufacturing enter- 
prises, with the intention more of strength- 
ening its income than seeking control or 
strategical advantages. In this it is pur- 
suing a similar policy to that of its sister 
corporation, United Retail Stores, which of 
late has been adding dividend paying stocks 
of strong companies to its holdings. 

Tobacco Products had an advantage in 
the foreign field in comparison with others 
of the great tobacco companies. Years ago 
the Duke organization formed the British- 
American Tobacco Company to invade the 
British field. Soon a heated rivalry ensued 
with the Imperial Tobacco Company of 


The following article treats the two remain- 


Great Britain and a stiff fight was waged 
for supremacy in the markets of the Brit- 
ish Isles. After a time, a compromise was 
effected, the American Company agreeing 
to confine itself to the United States, the 
Imperial Tobacco Company to its own 
domestic territory, with a free hand in 
other parts of the world for the British- 
American Tobacco Company. Later when 
the American Tobacco trust was dissolved, 
the segregated companies abided by the 
agreement of the trust and confined them- 
selves to the home field. While other 
American companies therefore were re- 
strained from going after profitable busi- 
ness in the foreign fields, Tobacco Corpora- 
tion was not bound by any similar restric- 
tions. It took full advantage of its posi- 
tion, with satisfactory results, particularly 
in China, where the market for cigarettes 
is enormous, where competition is com- 
paratively slight, and where the field is 
capable of great development. The com- 
pany organized sales agencies in practically 
every European country, in the near East, 
in Asia, in South American countries, in 
Canada, and conducted what was prac- 
tically a world-wide business, 


Capitalization and Profits 


Tobacco Products has an outstanding 
capitalization of $8,000,000 preferred stock 
and 188,000 shares of common stock, with 
a par value of $100. At the time of or- 
ganization, 160,000 of the common shares 
were issued at $1 per share, under the 
Virginian law, and are carried on the books 
at $160,000 while 28,000 shares issued for 
other purposes are carried on the books 
at $2,440,000, making the 188,000 shares 
with a nominal par of $18,800,000 stand 
on the books at a value of $2,600,000. 
The company paid for the enterprises it 
took over with its preferred stock, and only 
derived an insignificant sum from the sale 
of its common stock. 

Profits have jumped considerably since 
1914 and contain the marks of war influ- 
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ences. In 1914, net earnings amounted 
to $725,471, in 1915 they were $860,313, in 
1916—$1,364,540, in 1917—$2,006,209, in 
1918—$3,276,283, in 1919—$2,072,886, and 
in 1920—$2,023,882. 

From the earnings of 1918 must be de- 
ducted $1,313,583 for Federal excess taxes, 
which lessened the net profits for divi- 
dends considerably. It will be observed 
that the profits for 1918, the year in which 
hostilities ended, before allowing for taxes, 
were well over. four times those of 1914, 
without the benefit of any additional capi- 
tal, except undistributed profits reinvested. 
The war stimulated business of nearly 
every kind, but it gave particular impetus 
to the tobacco industry, because of the 
great demand for cigarettes and tobacco 
for soldiers in the battle areas and in the 
camps. Gradually, as the war progressed, 
the English companies began to lose a good 
deal of their foreign business, with re- 
sultant benefit to such American companies 
as were in a position to seize what the 
British were reluctantly letting go, so that 
the earning capacity of Tobacco Products 
in the war years 
reflects both the 
enhanced tobacco 
consumption of 
war times and a 
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parent company holds 207,857 shares of 
the outstanding 472,500 shares of the Ex- 
port Corporation, which entitles it to a 
nearly 50% participation in the profits and 
gives it effective control of the policies of 
the newer organization. 

Because of its entire ownership of the 
stocks of manufacturing tobacco compa- 
nies, Tobacco Products is properly classi- 
fied primarily as a manufacturing company 
and secondarily as a holding corporation. 
As a manufacturing enterprise it will have 
to bear its share of the burden of deflation 
which is now slowly but none the less 
surely descending on the tobacco industry. 
Tobacco companies have enjoyed pros- 
perity while other lines of business have 
been writhing from the effects of readjust- 
ment, but this was a condition that could 
not prevail indefinitely. The demand for 
lower retail tobacco prices is beginning to 
make itself felt, and is reflected in a grad- 
ual scaling down of prices in the less ex- 
pensive brands of cigars. In the writer’s 
opinion, it is the manufacturing end rather 
than the retail end of the tobacco industry 
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of dollars from the previous year, seemed 
out of proportion to the other assets. To- 
gether with the inventory there were less 
than two million dollars of cash and re- 
ceivables to offset over six million dollars 
of accounts and loans payable, a position 
which in view of the general difficulty in 
liquidating inventories, is far from satis- 
factory, since it indicates a lack of liquid 
capital at a time when there is likely to 
be need for it. Then large inventories 
leave the company exposed to big losses 
if there is any drastic readjustment of 
prices. The corporation under review will 
scarcely be immune from losses from this 
source before the close of the year, but 
how great or small they are likely to be 
cannot be forecasted. 

Last year the company reported net in- 
come including dividends received of $2,- 
023,882, which included all the earnings, 
of its subsidiaries, but only such portion 
of the earnings of its affiliated companies. 
as were declared in dividends. Whether- 
Tobacco Products Export Corporation, less. 
than 50% owned, would be considered a 

subsidiary or an 
affiliated company 
is uncertain. In 
the event that only 
such of the earn- 


ings of companies 
not entirely owned 
as are declared in 
dividends have 
been included in 
the annual report, 
the earning capac- 
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60% of the previ- 
ous year, at which 
level they held 
fairly steady for 
1920. 

After payment of 
preferred dividends 
the profits for 1914 
were $1.08 per 
share on the com- 
mon. In the suc- 
ceeding years they 
steadily increased 
until in 1918, when 
they reached $17 
per share, after which they declined to 
$8.6€0 in 1919 and $7.78 in 1920. Dividends 
on the common were inaugurated in 1917, 
when $1.50 per share was paid, and since 
1918 the stock has been paying regular 
dividends at the rate of 6% annually, in 
addition to a 10% stock-dividend in 1919. 
Part of every dividend since 1918 has been 
paid in scrip, running for a period of two 
years, bearing interest at 7 and-8%. Up 
to the present this scrip has been re- 
deemed as it matured. 


Export Business 

During the spring of 1919 the foreign 
trade of the company was handed over 
to Tobacco Products Export Corporation, 
formed specially for the purpose. The new 
company has an authorized capitalization 
of 500,000 shares of no par value, of which 
472,500 shares is outstanding. Stockhold- 
ers of the parent company were given the 
right to subscribe for the stock of the new 
company at $10 per share, and subscribed 
for some 255,400 shares. Those who were 
wise enough to sell out in 1920 the hold- 
ings so acquired had a very handsome 
profit, as the stock reached 32 before it 
broke heavily and registered a low of $5 
for the year. At the present time the 
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Profit Sharing Coupons are also issued by Wm. Wrigley, Jr., Swift & Co., and several 


other concerns of national dimensions. 


that will have to bear the brunt of readjust- 
ment. Retail prices will be forced down, 
but they will carry the wholesale down 
first, and the sacrifices will be mainly on 
the part of the manufacturer. 


Present Condition and Outlook 


Like the majority of other classes of in- 
dustrials, the tobacco companies were 
caught with large high-priced inventories, 
and as a result when the deflation storm 
bursts its effects are all the more severe. 
When the tobacco companies get their pres- 
ent inventories worked off they will be 
able to get into a sounder position since 
the low prices of leaf tobacco will permit 
a greatly reduced cost of manufacture, and 
accordingly substantially lower selling 
prices at a profit. But in the process of 
working off, the companies must inevitably 
suffer losses, though it is unlikely that 
they will be anywhere as proportionally 
severe as those other types of industry like 
leather and copper had to endure. 

At the end of 1920, Tobacco Products 
had current assets of $11,091,219, against 
current liabilities of $7,632,312. Of the 
current assets, by far the greater part, $9,- 
108,737, represented inventories which, al- 
though showing a decline of two millions 
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ity of the com- 
pany is greater 
than indicated. 
This is not a mat- 
ter of great weight, 
however, since the 
principal compo- 
nent organizations 
are entirely owned. 

To maintain the 
6% dividend rate 
which is now being 
paid wholly in 
scrip requires 
$1,128,000, which, with the preferred divi- 
dend of $560,000, makes total dividend 
requirement of $1,688,000, nearly the limit 
of last year’s earning power. The fact 
that the dividend is being paid at present 
would seem to indicate that it is being 
earned, although the company had a sur- 
plus of over $2,600,000 at the end of last 
year on which to draw for dividend pur- 
poses. At all events, the present earning 
capacity is not likely to add to the stabil. 
ity of the dividends, unless the company 
resorts to its surplus, It is true that by 
paying in scrip the company is working no 
hardship to its cash resources, since it will 
not have to meet the scrip for a two-year 
period, and accordingly the earning record 
would be the deciding factor in determining 
the payment of dividends. But the earning 
capacity in 1921 is uncertain, and for that 
reason any one who buys the stock for in- 
come is buying on uncertainty. 

Conclusion 

At its present price around 55, Tobacco 
Products gives a return of around 11%, a 
yield which gives expression to the un- 
certainty surrounding the stock. If the 
scrip is converted into money, the cash 

(Continued on page 511) 





NIAGARA FALLS POWER 6s 
Are They Gilt-Edge? 

I want to know if the Niagara Falls Power 
Company 1st and Consolidated Mortgage due 
November 1, 1950, £*, wae Bend is gilt-edge or 
second grade.—S. we 

Niagara Falls sone Company first and 
consolidated mortgage 6s, 1950, are se- 
cured by a direct first mortgage upon real 
estate, electric machinery and a trans- 
mission and distributing system. of large 
value, constituting an important part of 
the company’s properties. The value 
placed upon the property underlying the 
various mortgages is $55,865,000 or $17,- 
639,000 in excess of the total funded debt. 

For the calendar year 1920, earnings 
were two and three-quarter times the 
year’s interest requirements and approxi- 
mately two times the interest require- 
ments of the present outstanding debt, 
including this issue. 

These bonds are highly secured and pos- 
sess good salability. They may be re- 
garded as first class in every way and 
owing to the gradual improvement in the 
outlook for all public utility companies, 
we would consider them a safe and attrac- 
tive investment. 


SOUTHERN RWY. PFD. 


I hold ten shares of Southern Railway Pre- 
ferred fully paid for, and on which have re- 
ceived about one and a half year’s dividends. I 
notice that no action has been taken on the semi- 
annual dividend due June W, payment on same 
having been deferred. What is your opinion of 
this stock and would you advise switching into 
something else? If there is a probability of thew 
resuming dividends soon, I shall hold on, but 
this is a matter that I wish your opinion on.— 
M H, 


For the first five months of the cur- 
rent year, the earnings of the Southern 
Railway were equal to 22%% of fixed 
charges. While the showing from now on 
should be considerably better than this, 
we incline to the belief it will be some 
time before dividends are resumed on the 
company’s preferred stock. 

While we are well disposed toward rail- 
way securities generally, we feel it would 
be better for you to switch into some is- 
sue the immediate outlook for which is 
more promising. An earlier resumption 
of dividend payments may be expected on 
Chesapeake & Ohio, or, if you wish a 
security that will give an immediate re- 
turn on the investment, we favor Colo- 
rado & Southern Ist preferred or Kansas 
City Southern preferred. 


VICTORY BONDS 
Should Be Held 


The writer is the holder of three $100 U. S. 
Victory bonds due May 20, 1923. I desire to 
purchase a $500 bond of long maturity by selling 
these bonds for which I believe the market price 
is now about 98% and adding sufficient capital 
to make up the purchase price. The bond I buy 
must have a fair rate of interest return, long 
maturity ane absolute security, W: do you 

of the purchase of Americen Tel. & Tel. 
Ss, due 1946, now around 82. A $500 bond of 
this issue should cost me around $410, which is 
the amount of cash and proceeds I fey | have 
from the sale of the above Liberties.—J. E. P. 


We do not advise the sale of U. Ss. Gov- 
ernment bonds, although we consider the 
long-term Telephone issue. well suited to 
your requirements. 


CHGO. & NORTHWESTERN 


I own five preferred shares in the Chicago & 
Northwestern Railway Company which I bought 
on May 13 at 101%. Will you lease send me 
an analysis of the prospects of this security. J 
should like your analysis to mention especially 
the following points: 1. Rating as an invesi- 
ment. 2. Prospects for advance above the pres- 
ent low price. 3. Is there any danger that the 
eeet on the preferred will be passed?— 


gg the first five months of 1921, 
Chicago & Northwestern reported a deficit 
from operations of $4,461,094. Answering 
your questions in order: 

In the past the preferred stock of this 
company has been highly regarded as an 
investment, but its status at present is 
less favorable. 

While we are well disposed toward the 
rails and feel that Chicago & Northwest- 
ern will ultimately recover from its pres- 
ent unsatisfactory position, still it appears 
to us to be desirable to switch into some 
other security, the immediate outlook for 
which is more promising. 

As the dividend on the preferred is not 
being earned it can hardly be regarded as 
secure and for this reason, we would sug- 
gest that you dispose of your holdings and 
buy Illinois Central selling around $93 a 
share and paying 7% annual dividends. 
The earnings of this latter road for the 
first five months of the current year have 
been at the annual rate of $15.30 a share 
on the common stock. 


FOR $2,500 INVESTMENT 
A Group of Bonds 


I have about twenty-five hundred ($2,500) to 
invest at the present time. Would you advise 
bonds or stocks? What issues, if you were 
going te. invest yourself now, would you buy?— 


Any permanent improvement in business 
will be reflected at first in higher prices 
for bonds. For the investment of your 
surplus funds, therefore, we suggest the 
purchase of any of the following bonds 
which, at current quotations, we consider 
quite attractive:—St. Louis Southwestern 
Cons. 4s 1932; Peoria & Eastern Ist 4s 
1940; C. C. C. & St. L. debenture 4%s 
1931; Computing-Tabulating-Recording 6s 
1941, and St. Louis & San Francisco Prior 
Lien 4s 1950. 

A very interesting list of $100-bonds ap- 
pears in the early pages of this issue, em- 
bracing some twenty-four $100-bonds suit- 
able for just such an investment as you 
contemplate. We suggest that you turn 
to this article. 


COLUMBUS RAILWAY, POWER & 
LIGHT 
Improving 
Please let me have your opinion on Columbus 
Railway, Power & Light, as I have a block of 
the shares. The company passed the aoe 
in 1917, and I would like to know if there is 
any prospect of its coming beck. —J.C. S. 


The outlook for nearly all the public 
utility companies is steadily improving, 
and this applies strikingly to Columbus 
Railway, Power & Light 

The company has four classes of stock 
and you'do not say in your letter to us 
which of these you own. However, we 


submit the following for your considera- 
tion, which would seem to indicate that 
the company is making substantial prog- 
ress in both its gross and net earnings. 

In 1919, gross earnings were $5,002,000; 
in 1920, $5,418,000, and for the year ended 
April 30, 1921, $7,171,000. Net earnings 
in 1919 were $1,222,000 ; in 1920, $1,917,- 
000; and for the year ended April 30, 
1921, $2,288,364. The company recently 
sold $3,000,000 8% bonds, which should 
place it in good financial ‘shape, and in 
view of the steady improvement in its 
earnings, we suggest that you hold your 
stock. 


HUDSON & MANHATTAN 5s 
Hold Them! 


About 2"% years ago I bought $1,000 Hudson 
and Manhattan Inceme Bonds 5 at 17%—the 
current market is around 40. Would you advise 
Sale at this price, and if so, into what would 


you Dut the proceeds?—A. H. H. 

As stated before, the outlook for most 
public utility companies is steadily im- 
proving, and in the case of: Hudson & 
Manhattan, we feel quite optimistic. ‘The 
earnings of the company are showing 
steady growth, and in view of the pros- 
pects for an early downward adjustment 
of wages, and other savings in operation 
of the property, we feel there is room for 
a further material advance in the mar- 
ket value of the company’s income 5s. 
We suggest that you hold on. You are 
no doubt aware that interest is being paid 
and earned on the “income 5s,” following 
the “Refunding 5s,” which gives the latter 
a stronger rating. We would hold for in- 
come and an objective of 75-85. 


A MIXED LIST 
What Will He Do With It? 


I am holding the following: U. S. Steel com 
mon, at 773%; General Motors debenture 6s, at 
66%; St. Louis Southwestern cons. 4s, 1932, at 
64; St. Louis San Francisco income 6s, 1960, 
at 52%. Kindly advise me whether you consider 
it best to hold same or to sell with a view to 
purchasing cheaper.—H. F. W. 

We are rather inclined to the belief 
that a further downward revision of fin- 
ished steel prices will be necessary in 
order to stimulate any pronounced or 
permanent improvement in the demand 
for these products. In these circumstan- 
ces, U. S. Steel common shares might 
again sell below $70. We would not ex- 
pect the decline to go much beyond that 
figure, however, and feel that it would 
probably be better for you to keep your 
stock. 

General Motors 6% debentures are an 
attractive specvestment issue and should 
be held for materially better prices. 

St. Louis Southwestern cons, 4s. 1932 
are a very excellent bond and are well 
worth holding as a long pull investment. 

St. Louis and San Francisco income 6s 
1960 are rather speculative, but the earn- 
ings of this road contmue good and the 
interest on the incomes will be paid Octo- 
ber 1, 1921. Owing to the good earnings 
of the Frisco System, a better apprecia- 
tion of the improved status of these bonds 
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should prevail before long, and we sug- 
gest that you hold them. Bond prices are 
low, and we doubt if you could replace 
any of your holdings later on to better 
advantage. 


APPALACHIAN POWER CO. 
g Neo Future 


I have h sooteees stock and com- 
mon stock 4 hoa Abpalackion Power Co. since 
1912. Interest is on bonds. No dividends 
aver peid on stock. Can you give me any in- 
ormation regarding the probable future of the 
— you advise me to sell the pre- 
ferred and common stock? If so, what would 
you switch to?—E. S. H. 


The earnings of the Appalachian Power 
Company for the month of May (the last 
figures available) showed gross returns of 
$205,036, an increase of $51,185 over the 
corresponding month a year ago, and a 
total income of $87,227, an increase of 
$27,831. For the twelve months ended 
May 31, gross earnings were $2,464,152, 
an increase of $659,140 over the same 
period a year ago and total income $],- 
100,370, an increase of $290,792. Surplus 
after interest charges for the twelve 
months was $427,918, as against $189,396 
during the.same period a year ago. 

So far as it is possible to ascertain, the 
company appears to be well managed, and 
no doubt it suffered like all other concerns 
of this kind, as a result of the war. As 
you can see from the above figures, the 
earnings position of the company is grow- 
ing stronger. Of course we do not know 
when dividends will be paid on the pre- 
ferred; but earnings would seem to justify 
some return to stockholders before very 
long. We feel it would be best for you 
to keep your shares and await further 
developments. 


AN INVESTMENT LIST 
Rounded Off 


Am enclosing list of my present holdings and 
shall be pleased to have you advise how I should 
invest $4,000 which I have just received to prop- 
erly balance my holdings. Am inclined to favor 
bonds rather than stocks, as I do not like to be 
obliged to watch the market. Would you sug- 
gest the further purchase of Liberties, and sf 
so, which cnes? I prefer an average yield of 
about 7%.—F Sy 


To properly round out your invest- 
ments and give them a suitable diversifi- 
cation, it would seem to us wise for you 
to add a few of the best long term rail- 
road bonds to your line, especially as these 
securities can be bought to unusually 
good advantage today. The outlook for 
public utilities and railroads is better than 
for a long time past, but as you already 
own a fair amount of the former, we will 
only make a few recommendations of 
bonds of this type and suggest that you 
place the balance of your money in any 
of the railroad securities mentioned be- 
low, which are arranged in the order of 
our preference. 

Pusitic Utmity Bonps.—American Tel. 
& Tel. collateral trust 4s 1929; Southern 
California Edison Co. general and refund- 
ing 6s 1944; Montana Power 5s 1943 and 
Pacific Gas and Electric 5s 1942. 

Ratrroap Bonps.—St. Louis South- 
western con. 4s 1932; Peoria and Eastern 
Illinois 1st 4s 1940; Colorado and South- 
ern ref. 4%s 1935; St. Louis and San 
Francisco prior lien 4s 1950; Central of 
Georgia 6s 1929 and St. Louis and San 
Francisco adj. 6s 1955. 

Of the Liberty Bond issues, we consider 
the Fourth 4%s the most desirable. 
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HUDSON COUNTY GAS 5s 


Through «a legecy I am in pegeoetion: | of some 
Hiudson County Gas Company 5% Gold Bonds, 
due 1949, also sume of the common stock. 
Would you advise holding or selling same?— 


Hudson County Gas First 5s 1949 are 
a first lien on the entire properties com- 
prising gas plants at Jersey City, Hobo- 
ken and Bayonne, together with mains, 
etc. Interest on these bonds is guaran- 
teed by the Public Service Gas Company 
under a 900-year lease. The equity be- 
hind this issue is strong and it possesses 
good salability. Among securities of this 
description these bonds are generally rated 
as a first-class risk. 

There is $10,500,000 of the company’s 
stock outstanding, upon which dividends 
at the annual rate of 8% are guaranteed 
by the Public Service Electric Company. 
The stock is also strongly secured and a 
good market prevails for it at all times. 
While not rated as first class, it never- 
theless stands high among second grade 
securities, and its status is improving. 

The outlook for nearly all public util- 
ity companies is steadily growing better, 
owing to lessening costs of operation, and 
in our opinion the bonds and stock of the 
Hudson County Gas Company are well 
worth holding as a permanent investment. 








E. Il. DU PONT 7s 


Please give me a; opinion of E. I. 
deNemours & Co. 7¥as, due 1931. 
high grade iivestment?—T. C. C. 


E. I. duPont deNemours & Co. 74% 
gold bonds, 1931, are its sole funded debt. 
The proceeds of these bonds were used 
in part to supply funds for the permanent 
financing cost of General Motors common 
stock and for other corporate purposes of 
the company. The total assets of the 
company aggregate $280,000,000 against 
the $35,000,000 of these bonds outstanding, 
and its surplus and reserves are $88,675,- 


duPont 
Is this @ 


These bonds are a first-class investment 
in every respect. 
SUN OIL 7s 


Would you kindly give your opinicn regarding 
the Sun ou Company 7% bonds selling at about 
91. Though having a higher yield, does this bond 
compare favorably with the Gulf Oil — 
7% bonds as an investment ?—T.. M. 


Sun Oil Company’s 7s, 1931, are highly 
secured, possess good salability and may 
be regarded as first class. These bonds 
compare favorably with Gulf Oil Corpor- 
ation 7s and with its $5,650,000 debenture 
6s constitute the only funded debt of the 
company. 

Under the terms of the indenture, while 

(Continued “on page 516) 





Motor Industry Stabilizing 


President A. J. Brousseau, International Motor Truck, Says Tide Turning 


ESPONDING to an inquiry from the 

MaGAZINE OF WALL Street, Presi- 

dent Brousseau, International Motor 
Truck, said recently: 

Judging from the final reports, price 
readjustment in the automobile indus- 
try seems to have been about completed. 
Practically everyone of the leading car 
and truck companies have made their 
mid-season price change or have an- 
nounced continuance of present prices, 
giving in many instances additional 
equipment and better finish. 

The truck industry continues to be on 
a par with general business which is its 
rightful position. Its prospects are good, 
because an improved future will come 
just as soon as we start on the much 
needed general construction and road 
building programs, and particularly when 
the railroads perfect their plans for the 
use of motor trucks for short haul traffic 
and in connection with store-door deliv- 
ery. 

It is generally agreed that the mid-year 
announcements and price changes will 
prove highly helpful and this is clearly 
indicated by the increased sales that have 
come to almost all companies. 

Carload shipments from the factories 
during April and May were 67% of the 
production for the same two months of 
last year, and there is reason to believe 
June figures will be at approximately the 
same rate. 

Compared with the feverish rush for 
motor cars last year a two-thirds demand 
looks to be a big falling off, but compared 
with normal years it shows that the 
motor car business is faring much better 
than other lines. 

There has been a steady demand for 
used cars, prices of which have also been 
substantially reduced. Lower prices of 


new cars have been offset somewhat by 
the reduced allowances on used cars when 
offered for a trade-in by the retail buyer. 
In other words many who waited for the 
reductions of the past few months saved 
comparatively little owing to the lower 
valuation on their old car. 

Good buying power has been shown 
where prices have been reduced or where 
it was known that present prices and 
quality would be maintained. The Na- 
tional Automobile Chamber of Commerce 
figures show that with more than 8,000,- 
000 passenger cars in use, the replacement 
demand alone should be about 1,000,000 
cars. The production of passenger cars 
last year was 1,883,000. To show how 
close are the new prices, one of the larg- 
est manufacturers in his last cut was only 
able to reduce $25. This manufacturer 
is prgducing at the rate of 110,000 ve- 
hicles a month. During this readjustment 
period some cars are being sold at a loss 
because of high wages and the costly ma- 
terials that were bought last fall. 

While this week may bring a few more 
changes in cars that have not been re- 
duced this year, it is generally agreed that 
the mid-year reductions have stabilized 
conditions in the industry with little pos- 
sibility of further changes during 1921. 

The success of the automobile industry 
has been based on big production and 
the resulting low prices which insure a 
broad market. For that reason every ef- 
fort has been made to produce better cars 
at lower prices to insure big productions 
which make increased values possible. 
Moreover, in these readjustments of the 
past few weeks, motor car manufacturers 
generally have taken into consideration 
the need for increased car and truck sales 
by the 35,000 dealers throughout the 
country. 


an 
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Building Your Future Income 
Another Income Builder Joins the Ranks 












Old Orchard, Maine 
The Magazine of Wall Street, July 13th, 1921. 


New York, N.Y. 






Gent lemen:- 


You will find enclosed check for $7.50 in payment for another year's subscription 
for the Magazine. 






It may be interesting for you to mow that I am a Methodist Clergyman. I have read 
your valuable Magazine since the winter of 1919. Noted with a great deal of pleasure the 
many improvements you have mide in the Magazine both in the mechanical make up and the high- 
grade material in its columns. 













Your Magazine has done much to make my theology human and practical. It is regret- 


table that not more clergymen get the commercial touch, the touch of the great busy world 
around them, 





Your Magazine has made a Capitalist of me. I am a stockholder in thirteen business 
concerns, therefore I am interested in the business condition of the country and in the fin- 
ancial and labor problems. 





Your Magazine bas also compelled me to became an advocate of the "Open Shop". I 
predict that this will become universal within ten years. 











I must give credit to your Magazine for the "jolt" that started me to study ser- 
iously the security market. It introduced me to a new world. I have gathered some invest- 
men principles and knowledge, yet I am only a novice, sxirting with much trepidation the 

fringe of that great ocean. 


I renew my subscription to your up-to-date, suggestive and helpful Magazine not 
out of any sentiment but because it has become indispensable to me as an investor and a 
clergyman, 


Hoping to see still further improvements in 





Magazine, I am. 





Very truly yours, 


THE MAGAZINE OF WALL STREET 





That Five-Hundred Dollar 


RECENT article in the Macazine, 

headed: “How I Would Invest 
$500” has aroused a good deal of comment, 
formal and otherwise. That is to say, 
numerous of the writer’s acquaintances 
have had remarks to make about it, which 
they made to him direct; and several let- 
ters have been received concerning it from 
readers of the MAGAZINE. 


The acquaintances were unanimous on 
one point: They insisted that the writer 
left uncovered the most important step in 
the business of investing five hundred dol- 
lars. That was, getting the money! It 
was generally agreed that the business of 
collecting $500 was much more of a prob- 
lem than handling it once you had it. 

Which harks back to the recipe for rab- 
bit stew: First catch your rabbit. 


In All Seriousness 


One of the letters received read as fol- 
lows: 

“To the Editors of THE MAGAZINE OF 
WALL STREET. 

“Gentlemen: In regard to Mr. Ralph 
Rushmore’s article on ‘How I Would In- 
vest $500’ in your issue of July 9, which 
| have read over a number of times and 
enjoyed much, I do not quite see how there 
could be any profit in buying one share 
each of those low-priced stocks. (Editor’s 
Note: The article recommended the pur- 
chase of one share each of Miami Copper 
at 20; Computing, Tabulating & Recording 
at 30; Hupp Motor at 11; Allis Chalmers 
at 31 and Loft, Inc., at 9.) I have always 
paid a broker from one to three dollars for 
each purchase of stock and the same for 
selling. Have always been told by the 
brokers that it was just as much trouble 
to take care of a small purchase as one 
much larger. Now, if the small purchases, 
though much larger than the ones you sug- 
gest, can be made profitable, where is the 
broker to do it?—E. S. M.” 

E. S. M. is right, broadly speaking, in 
the viewpoint he assumes. The minimum 
commission required on New York Stock 
Exchange transactions is $1.50; therefore, 
the purchase of 1 share of stock cannot be- 
gin to show a profit over the purchase 
price until it has advanced a point and a 
half; and the owner cannot begin to take 
a profit (because of the. selling commis- 
sion) until it has advanced another point 
and a half. Expressed differently, the 
l-share purchaser has to accept a 3-point 
handicap on his commitment, which is a 
considerable disadvantage. 

The Writer’s Viewpoint 

E. S. M.’s viewpoint, however, is not 
exactly the viewpoint of the writer of the 
article in question. He is working on the 
theory that a l-share purchaser, in the 
class referred to, should handle his specula- 
tive transactions according to much the 
same principle as that followed by a large 
operator—that is, that the l-share man 
should deal in “short-swings.” That is the 
only way we can think of to explain his 
objections to the 3-point handicap. 
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Some Further Comment 
By RALPH RUSHMORE 


The writer, on the contrary, contends 
that the man who cannot afford to buy 
more than 1 share of stock should abso- 
lutely ignore short-swings—an advance of 
1 or 2 points, for instance; and should 
speculate for the long-pull only, if he 
speculates at all. 

By “long-pull” is meant a period of any- 
where from three months up—three years, 
if the companies behind the securities held 
continue in a good enough position to war- 
rant it. 

Working on this theory, the writer’s 
recommendations of 1 share each of five 
different low-priced stocks are not affected 
by proportionately high commission costs. 


Justifying the Investment 


For the argument, let it be assumed that 
the shares recommended be purchased and 
held for a period of one year. During 
that time, Miami Copper, according to my 
records and at the present rate, will pay 
a year’s oi mds of $2; Computing, Tab- 
ulating & ing will pay $4; Hupp 
Motor will pay $1; Allis-Chalmers will 
pay $4; and Loft, Inc., will pay $1. Cash 
received from dividends, then, will total 
$12 at the end of the year, or a yield of 
something more than 11% on the total 
original outlay, including commissions. In 
the writer’s opinion, the probability of 
receiving this return fully justifies the com- 
mitment as an investment. 

Assuming ‘the stocks recommended to 
have been well chosen—and the writer be- 
lieves they were—it is also reasonable to 
expect a considerable enhancement in their 
principal value by the end of a year. Of 
the group, Miami recently sold at a con- 
cession of 4 points from its 1920 high; 
Hupp and Loft were both off a similar 
amount; and Allis-Chalmers was some 8 
points lower. It is not to be said that they 
will necessarily recover all this lost 
ground; if anything like that could be 
said, we would all be rich within a year 
and wouldn’t have to worry about a 
meagerly sum like $500; but it can be sub- 
mitted as reasonably likely that, with the 
period of drastic business readjustment 
over and with business beginning to build 
up on a solid foundation once more, the 
outlook for well managed companies, en- 
gaged in good fields, such as these, is ex- 
cellent. Therefore, that there is likely to 
be a time, within the next year, when the 
five stocks recommended will be selling at 
an average advance of 4 points is a fair 
prediction to make; in which event the 
owner’s profit, over and above selling com- 
mission, would amount to another 11%, 
roughly, upon his speculation. 

In the writer’s view, this possibility 
justifies the speculation, despite the pro- 
portionately high commission costs. 


Another Letter 


Another reader writes: 
“Editor, THe MAGAZINE OF 
STREET. 
“Sir :—Have just finished reading Ralph 
Rushmore’s aarticlé entitled ‘How I 
Would Invest $500.’ I was quite mter- 
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Investment 


ested, but, having never delved into mat- 
ters of investment, I would like to know 
how to go about placing Mr. Rushmore’s 
plan in effect. In other words, I lack the 
modus operandi. Where, for instance, 
could I buy one share each of the com- 
mon stocks he suggests? Or where could 
I get one one-hundred-dollar guaranteed 
mortgage bond? Could you enlighten me 
on these points?—L.” 

This letter is typical of many received 
by this Macazine. It comes from a man 
who is sensible enough to frankly admit 
that he doesn’t know how to proceed and 
who asks for plain answers to plain ques- 
tions. 

Well, Mr. L., here are your answers: 
You can purchase one share of stock in 
any corporation whose shares are dealt in 
on the New York Stock Exchange through 
any broker-member of the exchange who 
specializes in what they call “odd-lots”— 
that is, lots involving less than one hun- 
dred shares. You can purchase a one- 
hundred-dollar guaranteed mortgage bond, 
similarly, through specialists in guaran- 
teed mortgages. If you want names and 
addresses, our Inquiry Department will 
be glad to supply them. 

It is well to remind you, though, that 
the stock and bond dealers are not going 
to bid for your patronage. You won't be 
asking them a favor, by any means, when 
you offer them your order; but, just the 
same, it’s going to be pretty small busi- 
ness for them. Therefore, it might be a 
good idea for you to let them know, 
frankly, what it is you are doing. Ex- 
plain to them that you are working out 
an investment program that has “CON- 
SERVATISM” written all over it, and 
that you don’t want to deviate from it. 
A hundred to one, when they understand 
what it’s all about, they'll co-operate with 
you to the best of their ability, and you'll 
get what you're after. 


Worth While? 


A third letter received was a personal 
letter from an acquaintance—an otherwise 
worthy individual who has a habit of pick- 
ing things to pieces. In effect, this gentle- 
man says: 

“Why do you go to all the trouble of 
getting up such articles as that one about 
investing $500? It may be a good enough 
article, in itself; but do you know a single 
man with determination enough to adopt 
such a conservative plan as you suggest, 
and with will-power enough to stick to it? 

“Then, too, what about the time when 
your investor will have to take his profits 
—supposing, as I am willing to do, that 
he will have some profits to take? Won't 
most of the new investors, even though 
they will have started out all right, go 
wrong at this point? Nine out of ten of 
them will be on some bucket shop’s sucker 
list before the year is out; and can’t you 
just see them falling for some new pro- 
motion—and losing everything?” 

To which the following reply: 

“It may be true, as you suggest, that 

(Continued on page 518) 
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HEN business is booming and stock 

prices are soaring, an investment 
which offers one, unvarying rate of interest 
and which can never increase or decline in 
principal value, doesn’t arouse much en- 
thusiasm. The average investor becomes 
obsessed with the profit possibilities, or 
the high interest rates, to be had else- 
where; and the enthusiasm of the moment 
leads him to overlook such things as 
safety and security. 

But when the reaction comes—as reac- 
tions have an unfortunate habit of doing— 
the old, cart-horse type of investment, 
which seemed so slow and tedious while 
the munitions stocks and the copper stocks 
were kicking up the dust, begets an ap- 
pearance of dependableness that has some- 
thing very attractive about it. One be- 
gins to realize that, although old slow- 
pake may take a long while dragging you 
over the long road to financial indepen- 
dence, he is at least morally certain of 
getting you finally there; whereas, the 
spirited nags that were so alluring a while 
before prove to be tricky, undependable 
beasts, as likely as not to turn about and 
race you back well past the place you 
started from. 

Just such a transformation has occurred 
within the last nine months. Early last 
fall, the houses issuing guaranteed mort- 
gage bonds, for example, were swamped 
with requests from holders who were 
crazy to cash in and put their money in 
speculative securities. In recent weeks, 
there has been a quite noticeable change in 
sentiment. 

Experience, apparently, is the only 
teacher which new and small investors 
will sincerely trust. Not until they 
have gotten caught in the whirlpool of 
an intensely speculative market—a mar- 
ket which they are unfitted by expe- 
rience, knowledge and resources to 
trade in—will they see the importance 
of conservatism in the handling of 
small amounts of money. They hear 
of fortunes being made in the security 
markets; they do not hear that these 
fortunes were, in the bulk, made by 
sagacious, canny traders having com- 
paratively unlimited funds; and they 
will not be disillusioned except by a 
cold, hard experience. 


Mortgage Bonds as Investments 


Mortgage bonds are probably the lead- 
ing form of non-government security suited 
to the needs and requirements of the small 
or new investor. 

Articles describing this class of invest- 
ment have appeared at frequent intervals 
in past issues of this Macaztne; still, it 
may not be amiss to summarize, briefly, 
their characteristics here. 

Broadly speaking, mortgage bonds are 
nothing more nor less than fractional 
equities in an old-fashioned mortgage of 
the kind the old peopie used to swear by. 
Their claims upon investors are, in every 
way, as strong as were the old-type mort- 
gages ; in many respects, they are stronger. 
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Some of the advantages of mortgage 
bonds over old-time mortgages are readily 
apparent. For example: Scarcely one in- 
vestor in a typical real estate or building 
mortgage but is familiar with the tedium 
involved; the constant vigilance that is 
necessary; the frequent occasions when 
interest payments are delayed “owing to 
unavoidable reasons”; the odium of hav- 
ing business dealings with a private in- 
dividual whose temperament, more than 
likely, is the exact opposite of your own; 
the expense (and loss, generally) involved 
in foreclosure, etc., etc., etc. 

None of these disadvantages accrue to 
the buyer of a guaranteed mortgage bond. 
The sponsor company through which the 
bond is purchased attends to all the tedi- 








THE MOST STABLE INVEST- 


investigation of 1,500 concerns: 

“We have overwhelmingly established 
by the mass of statistics gath from 
all sections of the country that over a 


most stable, conservative 
and the best income-paying investments 
of these institutions. 

“It is established by the figures fur- 
nished by these Corporations, tabulated 
im such detail and with such accuracy 
that they are not open to question, that 
besides their safety this pA as of invest- 
ment has been yielding, year in 
year out, about 20% higher income re- 
turn than investments in bonds and 
other securities. The fact that about 
49% of the entire assets of the savings 
banks of the State are thus invested 
should be conclusive on this point.” 




















ous details in connection with handling; 
the responsibility of watching the invest- 
ment rests upon the same company; inter- 
est payments are not delayed; the pur- 
chaser’s relations are, entirely, with the 
distributing company, and not with an in- 
dividual; and foreclosures simply don’t 
occur, at least in this writer’s experience. 

The advantages listed above, however, 
are of minor significance when contrasted 
with the two outstanding features of guar- 
anteed mortgage bonds: (2) They are 
guaranteed as to principai, and (2) They 
are guaranteed as to interest. President 
Kahler, of the American Trust Co., (New 
York City) described these features con- 
cisely in the October 16, 1920 issue of this 
MacGaziIne when he said (with particular 
reference to mortgages on New York City 
Real Estate): “These sguaranteed certifi- 
cates are as secure as the bedrock of New 
York. The certificates bear a 
fixed rate of income, payable when due. 
The return of unimpaired principal is 
guaranteed. _ Their comparatively short 
term of maturity allows a periodic adjust- 
ment of interest rates not possible in the 
case of long-term bonds running for forty 
or fifty years. There is no commission 
charged for the purchase of these certifi- 
cates, as is the custom in buying stocks or 
bonds from a brokerage house. Interest 


Mortgage Bonds 


Their Status as Investments 


checks are mailed regularly, and no in- 
vestor has ever had to wait a single day 
for his interest.” 


Special Details 

Readers of this Macazine, who may 
have the investment of some of their sav- 
ings in guaranteed mortgage bonds under 
consideration will, perhaps, be interested 
in the following questions and answers, 
intended to cover most of the important 
points a possible buyer would want cov- 
ered. He can assume the answers to be 
coming from one of New York’s large 
trust companies: 

(Q) What rate of interest is being paid 
by your company on guaranteed mortgage 
bonds today? 

(A) Five and a half per cent. 

(Q) Is that an unchanging rate? 

(A) The rate of interest to be paid on 
a series of mortgage bonds is determined 
before the series is marketed and continues 
for the life of the series. The rate of 
interest to be paid on a subsequent series 
may vary, according to changes in money 
and market conditions at the time of issue. 

(Q) What is the maturity of the aver- 
age issue—that is, how long a life has it? 

(A) From three to five years. 

(Q) Recently there was an article in 
THe MAGAZINE oF WALL Street advising 
small investors to put part of their funds 
in mortgage bonds. Could such investors 
secure bonds of this type in $100-form? 

(A) Hundred-dollar business is rather 
small to handle. The larger issuing com- 
panies prefer to limit allotments to not less 
than two-hundred dollars. However, one- 
hundred dollar bonds can be obtained. 

(Q) Are there any strings tied to the 
statement, “Guaranteed as to interest and 
principal ?” 

(A) No. 

As only slightly removed from the field 
of guaranteed mortgage bonds are the 
plain mortgage bonds, recommended by 
the issuing houses but not guaranteed. 
Frobably the largest dealer in this class 
of mortgage bond in New York City (if 
not the United States) is offering issues 
today to yield 6%,-or a slightly better rate 
of interest than that in the case of the 
Trust company noted above. As in all in- 
vestments, selection of issues from this 
class must be made with the integrity and 
past performance of the issuing house in 
mind. 


Farm Mortgage Bonds 


Except for the character of the security, 
farm mortgage bonds closely resemble the 
real estate mortgage bonds outlined above. 
When made by responsible farm mortgage 
bankers, farm loans are restricted to not 
more than fifty per cent of the conservative 
valuation of the land alone, not including 
the buildings, and the majority of the 
loans, according to Eugene C. Hall, 
formerly of the Bureau of Soils (Depart- 
ment of Agriculture) are for a consider- 
ably lower percentage of the valuation. 

Considerable excitement was caused a 
few weeks ago by publication in this Mac- 
AZINE, under the department, “Answers to 
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Inquiries,” of a statement derogatory to 
farm mortgage bonds as investments. The 
inquirer, a large religious institution, with 
a very considerable amount of money to 
invest, had inquired concerning the advis- 
ability of switching out of Liberty Bond 
holdings and re-investing in Farm Mort- 
gage bonds. The Inquiry Department, in 
replying to the question, very emphatically 
advised against this course, contending 
that farm mortgage bonds must be very 
hazardous in view of the “known inflation” 
of farm lands; more particularly, in view 
of the unquestioned soundness of. Gov- 


ernment Bonds as contrasted with any 


other form of security. 

The article called forth protest from 
many quarters. And rightly so. It made 
the mistake of condemning all farm mort- 
gages, as such, and without discriminating 
in favor of reputable and long-established 
issuing companies which have proven their 
integrity and are worthy of confidence. 
The author of the article under discussion 
was intent primarily upon defending the 
merits of Government Bonds as contrasted 
with any other general form of security. 
His mistake, apparently, simply grew out 
of his desire to drive his point home. He 
was so determined to prevent the inquiring 
institution from sacrificing its Liberty 
Bonds that he made use of emphatic gen- 
efalities probably not warranted by the 
facts in a number—perhaps the majority— 
of cases. 

What the -author should have done— 
and what the Macazine would have offi- 
cially approved—would have been to ad- 


vise against the sacrifice of Liberty Bonds 
at current prices in favor of any other 
security; and, thereafter, to express the 
thought contained in the following sug- 
gestion made recently to us by the Secre- 
tary of the Farm Mortgage Bankers As- 
sociation of America: “First mortgages— 
the only kind of farm mortgages that are 
offered by reliable companies in the gen- 
eral market—are conservatively placed and 
can be depended upon as reliable when 
placed by reliable mortgage companies, 
. . . ete.” In other words, the author 
should have advised, in matters involving 
farm mortgages, the same discrimination 
that should be employed in the selection of 
investments from any other field. This 
would have permitted and justified a pass- 
ing reference to the probability that farm 
mortgages, as issued by a certain type of 
company, may represent highly inflated 
land values, and therefore be hazardous. 

The standing of farm mortgages as in- 
vestments is brought out in striking fash- 
ion by the statement that last year the 
leading life insurance companies had over 
four billion dollars of their trust funds 
invested in farm mortgages. This figure 
contrasts with a total of about one billion 
dollars so invested in 1918 and only $655,- 
000,000 in 1914. 


Land Inflation 


Again quoting the recent statement to 
this Macaztne by the Secretary of the 
Farm Mortgage Bankers Assn. of Amer- 
ica, it is interesting to note. 

“The inflation of land values 





has not been reflected in correspondingly 
increased amounts loaned on farm lands. 
Reliable mortgage companies do not in- 
crease the size of their loans above the 
safe limit determined by the productive 
value of the land. Speculative valuations 
are not considered in loaning money by 
responsible farm mortgage bankers. If 
you will investigate carefully you will 
ascertain that first mortgages on farm 
lands rarely exceed $75 to $100 per acre 
in the localities where the selling price of 
farms has reached as high as $300, $400 
and sometimes $500 per acre. Conserva- 
tive, responsible farm mortgage banking 
companies do not lose their heads when 
farms are sold at boom prices. Long ex- 
perience in the business has demonstrated 
that mortgages must be based upon the 
average income from the land during a 
long term of years when the farms are 
operated by men of average business abil- 
ity. These rules are followed. If land 
valued at $250 per acre is mortgaged for 
$100 per acre, it does not affect the se- 
curity unfavorably if the land is subse- 
quently sold for $300 or $400 per acre, 
because the amount of the first mortgage 
is not raised. There is plenty of margin 
for the land to recede in value back to the 
pre-war price and still leave the investor 
secure.” 

Reliable farm mortgage companies are 
offering farm mortgage bonds at the pre- 
sent time in various denominations to 
yield 7%. Purchased through companies 
of long standing, they are a good invest- 
ment. 


Points for Income Builders 


For First Grade Students 


HE old-timers, who, of course, know 
everything, are requested to step 
aside for a moment. The elementary class 
in personal and public finance is called to 
order. 
Question No. 1—Why Wall Street? 


Wall Street is nothing more nor less 
than the financial heart of the United 
States. It is the machinery by means of 
which money—the life-blood of business 
—is pumped out through the arteries of 
trade and commerce and into the web of 
myriad intersecting veins. 

Wall Street is the common meeting- 
place of industry and the public. Industry 
comes here in search of funds wherewith 
to carry on; the public comes in search 
of opportunities to lend out its money at 
reasonable rates of interest. 

Without Wall Street every new busi- 
ness undertaking in search of funds would 
have to conduct its own individual cam- 
paign. The expense would be prohibitive. 
The obstacles insurmountable. 

Without Wall Street individual inves- 
tors would have no center of information, 
no official prices, no brokerage service, no 
sources of unbiased information. Every 
transaction would have to be direct, as 
between the public and the industry. 
Again, the obstacles would be insurmount- 
able and the expense prohibitive. 


Question No. 2—Why Investors? 
Investors are the backbone—the finan- 
dial basis of national wealth and industrial 
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progress. Highly-trained, conservative, 
well-informed, they constitute the coun- 
try’s real treasury. Buying the country’s 
bonds, they finance its government; their 
financial resources constitute the main 
reliance of legitimate and conservative in- 
dustry. Without investors the country, 
as an economic unit, could not survive. 


Question No. 3—Why Speculators? 
Speculation is essential to industry. 


Real speculation permeates all industry. 
The farmer who holds his wheat for 
higher prices is speculating; the railroad 
president who postpones his equipment 
buying for lower prices is. speculating; no 
purchase of tangible property, made with 
the idea of disposing of it later, but what 
is a speculation, pure and simple. 

Speculation in securities is essential to 
industry as a means of capitalizing the 
future. Were the public unwilling to 
“speculate in futures”’—that is, to either 
buy or sell on the basis of future proba- 
bilities—corporations could not finance 
the building of new plants, intended to 
handle an anticipated increase in business; 
growers of produce could not turn their 
product into cash, while still in the ground, 
and thus enable themselves td purchase 
necessary machinery, fertilizer, etc. 

All of which is no defense of the 
wasters who sit, day in and day out, idle, 
unproductive, useless, “playing” the stock 
market on thin margins for what Fate 
may offer, their minds closed to any in- 


terests but their own, the hangers-on. 


Simply an attempt to explain why a 
willingness to “buy and sell on the proba- 
bilities of the future” is necessary if in- 
dustry is to be anything more than a thin, 
scrawny, hand-to-mouth affair, equipped 
only for the day and unable to prepare, 
financially, for the morrow. 


Question No. 4—Why Brokers? 


The function of a broker is to act as 
personal intermediary between industry 
and the public. He makes it possible for 
you to purchase 10 or 100 shares of stock 
in any stock corporation without applying 
to the treasurer of the corporation, with- 
out long delays, at a reasonable cost for 
service, and at a standard market price. 

Brokers’ charges—their “commissions” 
are as follows: For buying you 100 shares 
of stock selling at from $125 per share up. 
the commission is $20; for 100 shares of 
stock selling from $10 to $125 per share, 
$15; for 100 shares of stock selling below 
$10, $7.50. For odd-lots of stock—that is, 
lots involving less than 100 shares—there 
is generally an additional charge of one- 
eighth of a point over and above the usual 
commission. The minimum commission on 
the New York Stock Exchange is $1.50. 


After which exhausting lesson, the class 
in personal and public finance is excused 
for the fortnight. Questions received in 
time will be answered at the next session. 
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Public Utilities 


Power and Progress 
The Great Power Project of the Pacific Coast 
By A. N. KEMP, Vice-President, Southern California Edison Company 


O project carefully conceived and ef- 

fectively worked out plans for supply- 
ing the domain generally designated as 
Southern and Central California with 
hydro-electric energy in sufficient quantities 
to meet the chartered demands for’ periods 
of from fifteen to twenty-five years, has 
made it incumbent upon those who face 
this problem to 


made application to the Federal Power 
Commission in Washington for a permit 
to proceed with surveys. The applica- 
tion has been accepted by the Commission 
and is now under consideration. The ulti- 
mate cost of the Colorado River project 
has been estimated at $800,000,000. 

“The immensity of this project seems 
staggering to the imagination,” said John 


It will be exhausted in ten years if the 
railroads do electrify, and the railroads 
are going to electrify. On the land bor- 
dering the Pacific Ocean dwell three- 
fourths of the population of the world 
who furnish our manufacturers with 
their market. Our port of Los Angeles is 
the nearest port of this world’s market.” 


Growth of Pacific Coast 
By scientific 
growth of increas- 





contemplate the 
function of devel- 
opment upon a 
scale more colossal 
than ever before 
conceived on this 
continent. The ul- 
timate potential ca- 
pacity of this proj- 
ect in so far as the 
Southern Califor- 
nia Edison Com- 
pany is concerned, 
is 3,500,000 horse- 
power. 

Public utility or- 
ganizations are not 
made—they grow 
with the communi- 
ties which they 
serve. Under nor- 
mal conditions, ex- 
isting in a domain 
like Southern and 
Central California, 
electric surveys 
should keep a good 
lap ahead of the 





Ste. 


ing population com- 
pared with growth 
of hydroelectric de- 
velopment, a very 
accurate basis for 
estimating future 
population and 
wealth of the terri- 
tory served by the 
Edison Company is 
‘reached, and upon 
this demand the 
company bases its 
requirements for 
future develop- 
ment to supply its 
future consumers 
in the territory 
equal on the map 
to New Hamp- 
shire, Massachu- 
setts, Connecticut, 
Rhode Island, New 
Jersey and Dela- 
ware. Within this 
boundary is the 
city of Los An- 
geles with a popu- 
lation of 600,000 
and 233 cities and 








demands of the 
consuming public, 
because it has been 
proven by experi- 
ence and by many statistical angles that 
population and prosperity inevitably fol- 
low the supply of power. 


The Program 

The definite program which is now being 
worked out by the Southern California 
Edison Company contemplates the develop- 
ment of from 750,000 to 1,000,000 horse- 
power in the High Sierras and on the Kern 
River in Fresno and Kern counties. The 
cost on the basis of the minimum develop- 
ment of 50,000 horsepower a year. for 
fifteen years, is $200,000,000, including dis- 
tribution to consumers. 

With a view to the development of 
2,500,000 horsepower of electric energy 
from the waters of the Colorado River 
and making it available in California, 
Utah, Arizona, Nevada, Colorado and 
Southern and Central California, the Ed- 
ison Company in December of last year 
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Big Creek No. 1 Power House, Southern California Edison Co. 


B. Miller, President of the Southern Cal- 
ifornia Edison Company, recently, “but it 
is just a continuation of what we have 
been doing in developing electricity for 
the building up of the southwest. It is 
an unparalleled project in the United 
States, but it does not seem nearly as 
stupendous as the work of development 
when I first began to look into it about 
twenty-six years ago. Completion of 
these plans will supply sufficient hydro- 
electric energy to the southwest to 
make it one of the most densely popu- 
lated sections in the United States, and 
increase its community wealth in multi- 
form proportions. In California there is 
only about four million available horse- 
power of hydro-electric energy, and out 
of that one million has been developed. 
The other three million will be exhausted 
by the normal demands in the next fifteen 
years if the railroads do not -electrify. 


towns and inter- 
vening rural com- 
munities with a to- 
tal population of 1,250,000. The growth of 
the population of the Pacific Coast as com- 
pared with that of the Atlantic Coast as 
based upon the last United States census, 
shows that the average percentage of 
growth on the Pacific Coast during the 
decade between 1910 and 1920 was 32.6 
per cent, while the growth on the Atlan- 
tic Coast was 14.5 per cent. The high 
percentage for the Pacific Coast was al- 
most entirely due to the immense growth 
of the state of California, which increased 
its population during the last ten years by 
44.1 per cent. 

This state, however, although it pos- 
sesses only a fraction of the population 
of the two largest states, viz. New York 
and Pennsylvania, enjoyed a growth in 
actual numbers closely comparable with 
those larger states and older established 
commonwealths. The increase in popu- 
lation for New York, Pennsylvania and 
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California for the decade 1910 to 1920 is: 
New York, 1,270,530; Pennsylvania, 1,- 
055,048; California, 1,048,987. The broad- 
est base, backed up by the closest and 
most expert checking of facts and con- 
ditions, is essential to anticipate correctly 
and make provisions for the coming de- 
mand of electric energy to be.needed in 
Los Angeles and the territory which is 
naturally tributary to the metropolis of 
the southwest. If, by chance, the great 
system of the Edison Company could, by 
some physical and financial necromancy, 
have been built and made ready for op- 
eration in the year 1892, which, is the date 
of the company’s inception, what would 
have occurred? Simply that the property 
having a value of one hundred and twenty 
million dollars would have remained idle 
for the greater portion of the time eat- 
ing up interest and depreciation using 
only a fraction of the service which it 
now uses because the country which it 
now serves had neither the population 
nor the industries requiring the service. 
It, therefore, fol- 
lows that the pub- 


generating unit of 22,000 horsepower was 
brought into service in February. An- 
other unit of 30,000 horsepower on Big 
Creek is scheduled for completion in 
August, and on the Kern River a 40,000 
horsepower plant was completed in 
May. With the completion of its pro- 
gram of development in the Big Creek 
territory, the Southern California Edison 
Company will have reservoir sites with 
the great capacity of stored water of 
474,000 acre feet, totaling 150 billion gal- 
lons of water. The total annual output 
on the Big Creek project including both 
energy from waters capable of being 
stored and the energy of the stream flow 
above the capacity of the reservoir, will 
produce sufficient electric energy to supply 
seventeen cities as large as the city of 
Los Angeles with light and power. This 
power, however, will also be very largely 
used for the development of the agricul- 
tural and industrial domain of Southern 
California, Central California and the 
San Joaquin Valley. 


Company first achieved its great ac- 
complishment in long distance, high volt- 
age transmission, it now has three large 
hydro-electric generating plants. The 
latest and most modern of these was 
brought into service on May 5 delivering 
a capacity of 40,000 horsepower. Its 
construction involved the erection of the 
diversion dam which crosses Kern River 
at a width of 200 feet and at a height 
of 25 feet. The waters are then carried 
through a series of thirteen miles of 
tunnel and pipe lines and dropped onto 
two turbines under an effective head of 
830 feet. The power house is of solid re- 
inforced concrete construction and the 
generating machinery of the latest type. 
The complete plant cost approximately 
$10,000,000. 

This' new Kern River plant has the 
novel function of supplying energy to 
pump water for the growing crops of the 
San Joaquin Valley during the irrigation 
season when the demand in Southern Cal- 
ifornia is comparatively low. In winter 
its capacity is avail- 
able to meet the 





lic utility organiza- 
tion is so intimate- 
ly and absolutely 
interwoven with 
the community it 
serves that the re- 
lations are insepa- 
rable and intensely 
co-operative. 

As of the first 
week in July, the 
Edison Company 
had 17,042 individ- 
ual partner stock- 
holders, represent- 
ing $42,287,000 of 
par value. In 1917 
when the plan of 
selling its junior 
securities direct to 
its consumers and 
the public in this 
region was inaugu- 
rated, it had only 





very high demands 
in Southern Cali- 
fornia during the 
rainy season in the 
San Joaquin Val- 
ley, when the de- 
mand in that sec- 
tion is compara- 
tively low. 

A vivid illustra- 
tion of what this 
generating p lant 
will do by reason 
of the greatly di- 
versified use of its 
product has been 
worked out by the 
Industrial Editor 
of one of the lead- 
ing Los Angeles 
papers and i 
follows: It 
provide 250 
tories, which will 
furnish employ- 








1,900 holders of 
this class of securi- 
ties, representing a 
par value of $14,- 
411,000. The pur- 
chase of the com- 
mon stock is be- 
coming a very pop- 
ular form of investment by the cus- 
tomers of the company, and the sales 
that are recorded from time to time indi- 
cate that the number of stockholders and 
the par value of the common stock held 
locally will multiply very rapidly and as- 
sume substantial holdings in the equity of 
the property. 

This common stock now pays dividends 
at the rate of 8 per cent per annum. 


Construction Work 


Construction work on the Kern River 
and in the Big Creek Joaquin River 
water sheds, has been advanced with great 
celerity during 1920 and the five months 
of 1921, and will be pushed with great 
vigor during the remainder of the year 
and thereafter. Upon what is generally 
referred to as the “Big Creek Project,” 
including Big Creek, San Joaquin River 
and tributary streams arid three lakes in 
the High Sierras of Fresno County, a 
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Kern River No. 3 Dam and Intake, Southern California Edison Co., the com- 
pletion of whose plans according to President John B. Miller, “‘will supply 
sufficient hydro-electric energy to the southwest to make it one of 
the most densely populated sections in the United States” 


The total hydro-electric capacity of the 
Big Creek system will effect an annual 
saving in oil consumption equal to 15,- 
400,000 barrels, which will be released for 


use by the merchant marine and other 
useful agencies. In 1919 the company 
acquired what is known as the Shaver 
Lake properties, which have an ultimate 
reservoir capacity of 146,000 acre feet of 
water at an elevation of 5,370 feet. Shaver 
Lake will have a reservoir at an eleva- 
tion immediately between Huntington 
Lake and the Big Creek project, making 
it possible during flood season to divert 
flood water to Huntington Lake through 
the tunnel line and power house into 
Shaver Lake from where it will be used 
through a series of power houses. Shaver 
Lake offers more prospects for cyclic 
storage of water, meaning the storage of 
water during wet years for utilization 
during dry years. 

Upon Kern River where the Edison 


ment to a maxi- 
mum of 25,000 em- 
ployees, which with 
the average of five 
members of their 
respective families 
would make an 
industrial city of 125,000 population; it 
will irrigate 120,000 acres of fertile land 
from what is at present semi-arid land. 
It will supply electricity for 25,000 resi- 
dences and save 900,000 barrels of oil a 
year which, at the present market price, 
would cost $1,900,000. 

The current generated from the new 
Kern River plant feeds directly to an 
enormous new sub-station which was 
recently completed at the cost of $1,350,- 
000. The direct connection to the Sai. 
Joaquin Valley provides a supply of the 
great volume of power necessary for 
summer irrigation. It is also connected 
up to the general transmission lines to 
Southern California. 

The general diversity of use on the 
company’s total system is shown by the 
fact that, while it has a lighting con- 
nected load of 260,000 horsepower; an ir- 
rigation load of 150,000 horsepower; a 

(Continued on page 502) 
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‘More About the Express Companies 


Shares Again Seem Cheap 
By R. M. MASTERSON 


HE announcement last April of the 

payment of a dividend of $3.50 per 
share on the capital stock of the American 
Railway Express Company was a very im- 
portant development in the affairs of the 
three old express companies that own 
the outstanding stock of the American 
Railway Express Company. Several days 
after the announcement of this dividend 
the April 30th issue of THe MaGazIne 
or WaLL Street appeared containing an 
article entitled “New Hope for the Ex- 
press Companies.” The article pointed 
out the significance of this dividend dec- 
laration and _ specifically recommended 
the purchase of American Express, 
Adams and Wells Fargo. 

At the time, American was selling in 
the neighborhood of 125; Adams at about 
33; and Wells Fargo at about 60. With- 
in two weeks each of these stocks showed 
substantial gains. American had moved 
upward 10 points to 135; Adams 13 points 
to 46; and Wells Fargo showed an in- 
crease of about 6 points to 66. 

However, in sympathy with the gen- 
eral decline in the stock market which 
commenced in May and has continued 
steadily, with the exception of minor ral- 
lies, these stocks have sagged off to a 
point where they again appear to be at 
attractive levels. Furthermore, addition- 
al developments in the affairs of the 
American Railway Express Company have 
come about which make the stocks of the 
three companies who own the American 
Railway Express shares seem even more 
logically in line for a market advance 
than they did three months ago. At the 
present time American xpress is selling 
at about 114; Adams at about 41; and 
Wells Fargo at 54. 


Reviewing Briefly 
To review briefly the affairs of the ex- 


press companies it will be recalled that 
American Railway Express Company was 
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7 
formed on June 22, 1918, as a war ex- 
pedient, to take over the express business 
of the American Express Company, 
Adams Express Company and Wells 
Fargo & Company on all railroads in 
the United States. The new company 
was capitalized with an authorized capi- 
tal stock of $40,000,000 of which $34,642,- 
000 was issued to the companies taken 
over, in lieu of physical properties (no 
allowance being made for goodwill or 
other intangible assets) and to provide 
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Adams 




















working capital. The issued stock is 
owned as follows: 

American Express Company. . $12,271,000 
Adams Express Company.... 11,904,300 


Wells Fargo & Company 


Total stock issued 

On November 18, 1918, the Director 
General of Railroads formally assumed 
control of the American Railway Express 
Company and conducted its operations 
until March 1, 1920. For the next suc- 
ceeding six months the company was 
given a Government guarantee, similar 
to that extended to the railroads, but since 
September 1, 1920, the company has been 
operating “on. its own.” 

Under Federal control the American 


Railway Express Company was operated 
under a contract with the U. S. Rail- 
road Administration, whereby the com- 
pany was guaranteed against loss, but 
unlike the railroads it received no guar- 
anteed income for the use of its property. 
The company was a failure under Gov- 
ernment operation and suffered huge de- 
ficits, running into many millions, and, 
while these deficits were made good by 
the Government, according to the con- 
tract, nothing accrued to the stockholders. 


The First Relief 

The first sign of relief came on August 
13, 1920, when the Interstate Commerce 
Commission granted authority to the 
company to increase its rates 12%% and 
on September 24 a second increase of 
13%4% over the old rates was allowed 
which brought the total increase to 26%. 
At the time it was estimated that the 
new rates would be sufficient to turn the 
monthly deficits into profits and, as will 
be brought out further on in this article, 
this proved to be the case. 

On August 31, 1920, the Government 
guarantee terminated and on December 
20, 1920, authority was granted by the In- 
terstate Commerce Commission for the 
permanent continuance of the American 
Railway Express Company. Shortly 
thereafter a new contract with the rail- 
roads was approved which virtually guar- 
antees to the express consolidation mini- 
mum earnings of 6% on its property 
value, the excess to be divided equally 
between the company and the carriers 
until the express company’s proportion 
amounts to 10% on its property invest- 
ment, after which any excess accruing 
shall be divided one-quarter to the com- 
pany and three quarters to the railroads. 

Without going into the details of this 
new contract it is sufficient to note that 
it has been estimated that, had Ameri- 
can Railway Express Company’s 1919 
business been conducted on this basis, 
earnings would have been shown of $2,- 
492,785, or $7.20 per share, in place of a 
deficit of over $24,000,000, these calcu- 
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lations not taking into consideration 
any reduction in operating costs or in- 
creased rates which have since gone 
into effect. 


Amer. Railway Express Showing 

American Railway Express Company 
has recently made public a_ statement 
showing earnings for the first six months 
of independent operation. These earn- 
ings were as follows: 
1920 Gross 
Sent, cs itesdeebes $30,133,938 


Net 
$281,056 
269,125 
246,398 
210,936 
22,311,438 177,429 
194,716 





6 months’ total.$157,651,844 $1,379,651 


These total net earnings of $1,379,651 for 
the six months amount to $3.49 per share 
or at the rate of $6.98 per annum This 
total net income for tke six months ex- 
-eeds 6% on the $34,642,000 capitalization 
by $340,388, and, as by terms of the con- 
tract, half of this surplus must be re- 
turned to the roads at the end of the year, 
net for the six months, on paper, must be 
reduced to $1,209,457. While these earn- 
ings are at the rate of 7%, revenue from 
actual transportation is stated not to be 
giving the 6% profit on capitalization which 
the Interstate Commerce Commission in- 
tended. The difference is made up in 
non-transportation revenue, which is in- 
cluded in monthly earnings statements 
published, and comprises operations of a 
banking character. The full year’s income 
account for 1920, filed with the Interstate 
Commerce Commission, showed non- 
transportation revenue amounting to 
$3,604,509, or $10.40 per share. Income 
from securities and accounts amounting to 
$1,640,610, or $4.74 a share, was also 
shown, which, as distinguished from non- 
transportation revenue, is not included in 
monthly earnings statements. Neither of 
these classes of income is shared with the 
railroads under the present arrangement. 
The railroads receive 9754% of operating 
revenues, after expenses and taxes, and 
the remaining 2%4%, which accrues to the 
express company, is intended to equal the 
6% return on the investment, but in reality 
it has been less, 

However, when general conditions re- 
turn to a more nearly normal basis re- 
sulting in obtaining the 6% return from 
actual transportation, to which the com- 
pany is entitled, the additional income 
from these outside sources should ma- 
terially increase earnings. In fact it 
would not surprise the writer to see net 
income of American Railway Express 
Company, within a comparatively short 
time, running at the annual rate of $15 
to $20 per share, or even higher. 

Steps are under way now to reduce 
operating expenses which will tend to ma- 
terially increase operating revenues. Only 
recently a vice-president of the company 
is quoted as saying that lazy and incom- 
petent men have been dismissed and that 
since September a campaign of improve- 
ment has been under way by which it is 
expected to very substantially reduce op- 
erating costs exclusive of any wage reduc- 
tions. The company is also planning dras- 
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tic wage reductions. A cut of 6 cents per 
hour, covering all employees except those 
in shop crafts, has just been approved by 
the Interstate Commerce Commission, ef- 
fective August 7, by which it is expected 
about $8,000,000 will be saved on the an- 
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nual labor bill; and officers of the com- 
pany have stated that no reduction of rates 
is contemplated at this time as a result of 
this wage reduction. Undoubtedly further 
wage decreases will come about and as 
the company employs over 70,000 workers 
the significance of a nominal cut of only 
a few cents per hour is very apparent. 


That Dividend 


American Railway Express Company 
declared an initial dividend of $3.50 per 
share on April 14, 1921. This dividend 
was to cover the last four months of 1920 
and the first three of 1921. In the article, 
previously referred to, which appeared in 
Tue Macazine or WALL STREET, it was 
stated as the opinion of the magazine that 


this declaration placed the stock on a 
regular 6% per annum basis. Although 
some authorities questioned whether 
the disbursement would be continued 
regularly the fact that a second divi- 
dend of $1.50 per share has been paid 
July 15, covering the second three 
months of 1921, apparently establishes 
the stock quite definitely on the 6% 
basis. 

As has been previously mentioned the 
entire outstanding capital stock of the 
American Railway Express Company is 
owned by American Express Company, 
Adams Express Company and Wells Fargo 
& Company, and any favorable develop- 
ments in the affairs of American Railway 
Express must, of course, accrue to the 
stockholders of the three companies who 
own its stock. 


American Express Co. 

American Express Company is the only 
one of the three which is conducting any 
active operations. This company is ex- 
tensively engaged in the commercial bank- 
ing business, including foreign exchange 
transactions, letters of credit, money or- 
ders, etc. It is also conducting a tourist 
business on a large scale and it has within 
the past few months announced its en- 
trance into the bond business. Depart- 
ments have been established in London, 
Paris, Berlin, Amsterdam and Brussels, 
dealing in foreign government, municipal 
and state bonds and the company is plan- 
ning similar offices in all important cities of 
the United States. The company is well 
equipped to handle the underwriting and 
sale of high grade securities, and the line 
should be especially profitable in view of 
the enviable reputation of the American 
Express, its many already established 
branches, and its world-wide connections. 

Since its express business was taken 
over, the company has paid dividends of 
$6 per annum in 1918, 1919 and 1920 and 
on January 2, 1921, a quarterly dividend 
of 2% was paid placing the stock on an 
8% basis not since altered. These divi- 
dends have been paid solely out of the 
company's earnings, entirely independ- 
ent of the operations of the American 
Railway Express. 

American Express Company has an out- 
standing capitalization of 180,000 shares of 
capital stock of no par value—there is no 
funded debt or preferred stock. As the 
company owns 122,710 shares of Ameri- 
can Railway Express Co. stock, each 
share of American Express represents an 
ownership of approximately .682 of a 
share of American Railway Express, and 
accordingly, each $1 per share received on 
its American Railway Express amounts 
to over 68 cents a share on its own out- 
standing stock. In other words, the 
present 6% dividend on American Rail- 
way Express amounts to about $4.09 
per share of American Express, or more 
than half its present dividend of $8 
which is being paid solely out of its 
own operations. 

Why Weren’t New Funds Distributed? 

The regular quarterly dividend of 2% 

id on July 1 last and it was some- 
ote FR - on page 498) 
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An Industry Unharmed by Depression 


Power and Light Companies Increase Earnings 


ROBABLY no industry in the coun- 
try will require more new capital 
for its development in the next fey 
years than the light. and power industry. 
Raising capital to supply adequate service 
to our increasing population is an ever 
growing task. The war has shown the 
necessity for super-power stations and the 
interconnection of systems. Isolated plants 
and individual factory plants are economic 
mistakes. 

The well equipped central power 
company is of vital importance to the 
commercial and industrial development 
of any community. In time, not only 
the small business plant will use central 
station service but isolated lighting 
plants and industrial power plants will 
be connected to central station lines. 


By E. G. DIEFFENBACH 
Future of the Industry 


In connection with the future develop- 
ment of this industry and the raising of 
additional capital through the sale of light 
and power company securities, a study 
of the financial standing of the existing 
light and power companies is most in- 
teresting. Present earnings and market 
prices of outstanding securities are the 
best indicators of the standing of the in- 
dustry. In point of steadiness of earning 
power and consistency of growth, no 
business rests upon a more secure founda- 
tion. It is a source of gratification to 
the investor in light and power company 
securities to see gross earnings of these 
companies increasing over those of last 
year at a time when most industrial com- 
panies are experiencing a period of acute 
depression. 


Gross earnings of light and power com- 


panies have always increased in periods 
of depression. The reason being the great 
diversity of their business. Moreover, 
in periods of prosperity, power companies 
cannot supply all the demand for in- 
creased load facilities, consequently, when 
the depression comes along, the large in- 
dustrial companies use less power, which 
releases power that can be sold to the 
smaller companies desiring central station 
power. Power thus released is sold at 
higher rates on account of the smaller 
load and is more profitable business to 
the power company. 

The figures in Table I herewith may 
be referred to as evidence of the asser- 
tion that, in spite of an industrial de- 
pression, light and power companies’ 
gross and net earnings are not adversely 
affected. During every month in the 
first five months of this year the com- 
panies operating in Detroit, Minneapolis, 
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TABLE I—POWER COMPANY EARNINGS 
To March $1, 1921 
Gross Revenue 
12 Months to 
March $1, 1921 March $1, 1920 
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St. Paul and Pittsburgh showed increases 
in both gross and net earnings. Further 
than this there never has been a business 
depression in the history of this country 
when the gross earnings of light and 
power companies did not increase. What 
further proof could one desire of the 
stability of light and power companies’ 
earnifigs ? 

However, with the industrial power load 
alling for a larger proportion of total 
output, periods of business depression are 
going to be of more concern. Those 
companies which depend mostly upon in- 


bonds and this decline may properly 
be credited to the general decline in the 
bond market, rather than to any funda- 
mental weakness in this class of 
securities. 

There is one factor of great importance 
in favor of light and power companies. 
They did not acquire high cost inven- 
tories which cannot now be liquidated. 
In the last ten months we have seen the 
most drastic decline in commodity prices 
ever known. Inability to liquidate large 
inventories has been the chief cause of 
embarrassment of industrial concerns. 
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TABLE II—A GROUP OF POWER BONDS 


Cincinnati Gas & Electric Ist & Raf, 5s, 1956 


Consolidated Gas, Electric Light & Power Ist Ref. 7%s, 1945 
Consumers Pewer (Mich,) Int & Ref, Ss, 1936 


Pennsylvania-Ohio Power & Lt. Ist & Ref, 7%s, 1940 


Puget Sound Power & Light Gen. & Ref. 7%s, 1941 


Market Yield 
7.20 
6.20 
6.35 
6.40 
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7.05 

















dustrial loads will be first affected, while 
those supplying a larger percentage of 
domestic power and lighting, as well as 
railway loads, will be in the best posi- 
tion to weather the depressions. 


Interests of the Investor 


The investor is interested primarily in 
the financial returns of a company, and 
in its physical value of production only 
as it affects net earnings. It is note- 
worthy that, in spite of a falling off of 
industrial demands upon central stations, 
the average price received for each kilo- 
watt hour unit of power increases as the 
load goes down. 

General failure of business to readjust 
itself to changed conditions in the first 
half of 1921 has caused holders of in- 
dustrial dividend paying stocks, to lose 
over $23,000,000. More than sixty-fonr 
well known companies have passed their 
common or preferred dividends, or both, 
since the first of the year. 

Industrial bonds have _ continually 
dropped in market price until today the 
bonds of seventeen well known com- 
panies selected at random are selling on 
an average of nine points below their 
quotation early in March, 1920, when an 
article appearing in THE MAGAZINE OF 
Watt STREET recommended a policy of 
exchanging industrial bonds into power 
company bonds while the prices of in- 
dustrial bonds were still relatively high. 
The light and power company bonds 
suggested in that article have declined 
during this period, but on an average 
of less than half the decline in industrial 
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Gauging Business Concerns 


Balance sheets and not the earnings 
statements give the true measure of the 
present status of business concerns. The 
statements of power companies, with no 
inventory losses or high inventory figures, 
emphasize their stronger position. 

During the war years, and shortly there- 
after, the rise in price of all materials 
entering into the operation of power plants, 
such as coal, oil, copper products and 
electrical machinery, was out of all pro- 
portion to the revenue received from the 
sale of electric energy. On the other 
hand, the revenue of every line of indus- 


try rose in proportion to the rise in- op- 
erating cost, or each industry could fix 
its own prices. 

The situation is now the reverse, for 
most power and light companies have been 
granted increases in rates during or since 
the war period and are now reaping the 
benefit of a decided drop in prices of all 
materials and equipment used in their op- 
eration. Coal, oil and copper have prac- 
tically reached pre-war prices. Many com- 
panies now have a flexible contract, which 
is adjusted according to the price of coal. 
This assures a satisfactory profit from in- 
dustrial contracts involving use of large 
blocks of power. 

In over forty States rates are now gov- 
erned by Public Service Commissions 
which permit public utility companies to 
earn a fixed return on their plant valua- 
tion. Through the working out of this 
principle of compensation, increased costs 
are offset by increased rates. 


Better Market Possibilities 


Thus, in addition to being assured a 
satisfactory return, the investor in light 
and power securities is in an excellent po- 
sition to realize additional profit from the 
appreciation in the value of his holdings. 
The more equitable attitude of the com- 
missions in granting necessary rate in- 
creases, and the decrease in operating costs 
are putting the companies on a sound foot- 
ing and increasing the intrinsic worth of 
the properties. 

The equity in back of first mortgage 
bond issues in practically all large com- 
pauies, is being increased through the sale 
of preferred stock to local consumers. In 
addition to furnishing new capital, this 
method of financing entrenches the com- 
pany through making its customers part- 
ners in the business. It has the effect of 
counterbalancing any public feeling which 
may exist against the company. 

The first mortgage bonds of a non- 
selected list of fifteen light and power 
companies are today selling on an average 
of eighteen points below the price of Feb- 
ruary, 1917, and this, in spite of the in- 
creased earnings in 1919 and 1920. Every 
investor would do well to consider pur- 
chases from among the selected list of 
light and power company bonds presented 
herewith. The tables of earnings show 
what these companies have been able ta 
earn in the past, two years. 








1921 
Gross 





TABLE III—EARNINGS OF THREE COMPANIES 
DETROIT EDISON COMPANY 

1920 

Gross 
$1,854,981 
1,821,936 
1,866,244 
1,488,113 
1,408,560 5.8 


NORTHERN STATES POWER COMPANY 
1,045,758 

984,146 

948,121 

907,475 

832,286 


DUQUESNE LIGHT COMPANY 
1,415,759 
1,379,967 
1,875,678 
1,292,506 8.4 
1,230,826 


1921 
Net 
$573,995 
606,591 
592,020 
493,261 

393,474 


1920 

Net 
$473,886 
502,989 
456,855 
218,869 
291,022 


% Increase 
15.1 
11.9 
10,1 
28.5 


% Increase 


24.0 
19.0 
20.3 
17.9 
13.8 


496,604 
463,938 
451,024 
470,474 
380,826 


431,146 
398,112 
384,694 
399,287 
349,391 


18.1 630,875 
19,4 588,051 

74 514,307 
539,204 
450,850 


546,970 
527,660 
457,204 
361,925 


12.6 264,121 




















Petroleum 


A Trip Through the Oil Fields 


Random Impressions of the Condition and Trend of Industry and Finance 


T puts a fine Irish-red tinge on the 
average Gotham complexion to travel 
from the Hudson river southwest to the 
Texas panhandle and into Oklahoma. The 
tinge is nicely surfaced and set if one 
makes side tours in a Dodge roadster 
through the oil fields, a temperature (by 
official readings) of 98 degrees in the 
shade. The impal- 


By H. L. WOOD 


septicemia of Wall Street and bring 
deep breathing and healthy thinking. 
Dull care has no affinity with khaki and 
kaffir. I have just completed one of 
these excursions into the corn, wheat 
and oil fields and cattle ranges, and 
know, and can cheerfully advise the 
Morgans, the Schwabs, the Governor 
Hardings and their errand boYs to try a 
fortnight of it. 


of bookkeeping. We've been making 
and spending money until we've be- 
come anaemic and must now take a 
few doses of trimming the deadwood 
and money saving. 

East of the Mississippi river there 
isn’t much doing in oil, for no new 
work of consequence is being done, 
hundreds of little wells are not even 
pumped and Standard pipe lines refuse 
to run all the oil— 
crude oil that is 





pable gypsum dust 
kicked up, mixed 
with honest per- 
spiration, cements 
the Irish-red. It’s 
great stuff if one 
doesn’t weaken. 
Getting away from 
metropolitan life 
to where one may 
see fine crops of 
corn, wheat, oats, 
fruit, sleek cattle, 
fat hogs, roasting- 
ears, fresh vegeta- 
bles, fryin’ chickens 
and all the prod- 
ucts that furnish 
food for the world, 
builds and sustains 
intelligent optim- 
ism and is the best 
gloom-dispenser I 
know. One is grad- 
ually and complete- 
ly made to believe 
that the United 
States is a great 
country and would 
be fairly all right 
if it was not be- 





now measured in 
gallons and not in 
barrels. Pro- 
ducers do not 
want to pump 
and sell it for 
$2.25 per 42 gal- 
lons and the Seep 
Agency does not 
care to buy it all 
at $2.25 per 42 
gallons, for one 
may not avoid a 
loss and the other 
may not take 
enough profit. 
There isn’t any- 
thing in sight 
that is likely to 
change the situa- 
tion this side of 
Christmas. As re- 
cently as last 
April the heads 
of Standard Oil 
urged oil pro- 
ducers to speed 
up and bring to 
the surface more 
crude oil; and 
now, since the 
producers placed 
the crude oil on 
the surface, the 
speed-up fellows 
don’t want it. 








cause some of its 
inhabitants appear 
to be dusty in their 
garrets. 

Hanging around New York’s money 
marts, where the hot and stifled air 
arising from piles of gold and bales 
of currency vitrify the eyes, ears and 
bronchial tubes is rather congesting 
and astigmatizing. Only the broad 
sweep of sweet-smelling cornfields and 
waving grain and the warm and vital 
odors of the ranges can dissipate the 
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Courtesy Richmend Levering & Co. 


Loading Tankers at Sea at Island Oil Corporation Berth, Palo Blanco, Mexico 


A Sprinkle of Petroleum 

Trying to kid one’s self that the 
petroleum industry hasn’t a bad attack 
of malaria and chills is  profitless: 
Strong doses of old-fashioned chill 
tonic are needed rather than high-brow 
disquisitions by college professors, 
strong-arm work by captains of indus- 
try or percentage drills by boy scouts 


Just as sure as 
the Congress is 
loafing along 
somebody slipped 
an eccentric and is likely to skid. 


Mid-Continent Conditions 


In Oklahoma, Texas, Louisiana and 
Kansas—also Wyoming—all the oil 
(except in Wyoming) is being taken 
at $1 a barrel for the best and as low 
as 50 cents and 80 cents for the poor- 
est. In spots they’re making money at 
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that price, but in the majority of spots 
they’re not making money at that price. 
The alternative is stopping the drill- 
rigs, and they’re getting pretty well 
shut down, leaving thousands of oil- 
field workers without employment and 
living wage. 

In the most prolific pools in Kansas, 
Oklahoma, North Texas and North 
Louisiana 3,000-foot and deeper holes, 
costing $25,000 to $60,000 per hole, re- 
quire three to four months to complete. 
When the holes now drilling are com- 
pleted so few new ones will be started 
that the fields will be idle. June 
showed only a few thousand barrels less 
new oil than May, the greatest month’s 
production since Drake drilled his well 
on Oil creek near Titusville, Pa., in 
August, 1859. July showed just a little 
less produced oil than June. August 
will show a slightly greater decline, and 
from then on into the early winter and 
regular seasonal decline oil production 
will steadily grow less until the spring 
of 1922. By that time production will 
be no more than consumption, and pro- 
nounced optimists are sure the powers 
that price crude oil will become suffi- 
ciently alarmed to advance the price. 
(In these parentheses it may be stated 
with reasonable assurance that the 
powers that price crude oil never ad- 
vance the price or take note of condi- 
tions until they become alarmed lest 
the source of their profits shrink.) 

One of the divisional directors of 
Standard Oil discovered just after the 
last Thanksgiving ceremonies that 


enough crude oil was coming from sub- 


terranean formations to warrant cut- 
ting the runs of purchased oil. That’s 
almost a year ago, and more crude oil 
is produced than is being consumed. 
The production momentum set in mo- 
tion by war propaganda and later com- 
mercial propaganda is just beginning 
to slacken; winter will finally stop it. 
After every producing district east of 
the Rocky Mountains has been brought 
to almost a standstill by spring of 1922, 
another condition will have to be met— 
getting under way again. All of next 
year will be occupied with the work 
of assembling drilling equipment, drill- 
ing crews and the “wildcatters” who 
could not drill a hundred dry holes for 
the privilege of selling the oil from one 
well at $1 a barrel. 
Cash and Carry 

The process of stopping the drills 
and salvaging the junk and debris will 
absorb all of the cash and credit of 
many oil producers who were carried 
too far by the momentum of the speed- 
up propaganda, for the easy money 
made by $3.50 to $6 crude oil was spent 
in extravagant acreage and new wells 
and new shares of stock. When the 
necessity of providing more produc- 
tion to meet consumption arrives thous- 
ands of operators will have no cash 
and only diluted credit. If Standard 
Oil, overcome by remorse, advances the 
price of crude oil to $2 the getting of 
the producing industry over the dead- 
center of suspension will be a labor 
of main strength until a little inomen- 
tum is attained. 

Credit is essentially better than cash 
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in industrial and commercial life; but 
for some years credit, as classified by 
the dispensers of cash, consists more 
of inanimate collateral than it does of 
the ability and resourcefulness and in- 
tegrity of the individual. When the 
spring of 1922 comes thousands of able, 
resourceful and honest individuals will 
have no credit. Individuals and cor- 
porations with cash and credit will bear 
the burden of production and other 
thousands will bear such burdens as 
cash-and-carry interests impose. 

That’s the present and prospective 
status of the pétroleum industry as I 
see it now after riding a Dodge roadster 
through some of the active fields. It 
may be a hard way to see things, but 
it is at least fairly convincing. A few 
months ago $2,500 per barrel was a 
basic production price; now the same 
production is priced—by the prospec- 
tive buyer—at $800 a barrel, with $1,000 
heard occasionally. As low as $300 a 
barrel is offered in some instances, if 
the owner is deep enough in debt to 
cause the bargain-hunter to believe that 
he can get away with it. Just before 
the Standard reached the conclusion 
it was best to twist the slack of pro- 
ducers’ overalls—after intimating what 
might happen—better offers were made 
for the biggest and best individual 
properties; but at that time, when 
everything was going strong, producers 
did not care to take $7,000,000 for 
properties that seemed to be worth 
$10,000,000 on $3.50 oil. Now, with 
$1 oil, the $7,000,000 has shrunk to 
about $3,000,000 or $4,000,000. 


“Frozen Credit” 

Men who claim to be experts in 
finance talk and write much about “frozen 
credit.” Even the layman who tries to 
borrow $25,000 for ninety days on col- 
lateral that, nine months ago as to 
most industries and only four months 
ago as to the oil industry, was accepted 
as worth $60,000 to $100,000, can com- 
prehend that credit is elusive. Not 
being able to get close enough to touch, 
he knows that it is “frozen” only when 
assured by the credit controller that it 
is congealed; anyway it does not seem 
liquid enough to run. It is said, by a 
few persons who have experimented, 
that their existing collateral, reinforced 
by signed promises to pay, thaws and 
becomes liquid when the premium is 
high enough. The cost of the heat 
units required to expand ice until it 
liquefies is a minor detail. 

Surveying the Situation 

Traveling from the Gotham Battery 
to the Texas Panhandle shows the 
traveler something of the resources of 
the United States, including New 
Jersey factories, Pennsylvania coal 
mines and steel mills, with a little 
agriculture to garnish them. Ohio, 
Indiana, Illinois and Missouri con- 
tribute to the food supply, as do Iowa, 
Kansas and Oklahoma, with the north- 
western and southwestern fringes fur- 
nishing a glimpse of the source of our 
beef, mutton and pork supply. There 
is plenty of a few staples everywhere 
and quite a bit of other staples being 
processed. In most of the states men- 


tioned there is a little oil and in Okla- 
homa, Kansas, Texas and Louisiana 
there is so much oil it taxes the senses 
to visualize the total. There is thus 
presented a wide and still widening 
array of primary wealth that in some 
of its aspects grows hazy in its im- 
mensity and boundlessness. 

Millions of people, individually and 
collectively, are busy in these great 
fields of wonderful productive capacity; 
they are not exactly working overtime 
or to the limit of endurance, but they 
are doing something. If they are not 
adding to the visible supply they are 
at least preserving the equities; they 
are not living in the idleness that en- 
courages gloom, dissatisfaction and 
anarchy—they are potentially produc- 
tive, should be prosperous and are the 
bone and sinew of the greatest country 
and nation of the earth. 

Seeing these things, these people, all 
this tangible and potential wealth, pos- 
session and power, one is forced to 
doubt the sureness of the minds in 
New York and Washington that assume 
to take unto themselves some measure 
of control, suggestion and adjustment. 
Of course this country is not “bad off” 
in the sense that its staples of life are 
dissipated or in the way of being dissi- 
pated, as some of “the best minds” tell 
us in essays and speeches, or in the 
sense indicated by financiers. The 
coming winter will most likely find 
thousands of individuals without the 
price of beds and meals and without 
employment that might bring the price 
of beds and meals. The coming winter 
will find thousands of producers, man- 
ufacturers and purveyors engaged in 
the effort to maintain the standards 
of the last five years. Their problems 
are serious and must be met and solved 
or adjusted individually as their individ- 
ual capacities alone can suggest and 
achieve. Cash resources will be con- 
served, and credits, for those who are 
either forced or prefer to use them, 
will be severely strained. I mean the 
overwhelming numbers who produce, 
manufacture and distribute. 


Interpreting Public Sentiment 

Having for almost half a century 
been engaged in the work of gathering 
the data of human activities and com- 
piling it for public use, I try to sub- 
merge personal ego and pass on to the 
public as much of truth and as little of 
prejudice as possible. Listening to the 
expression of abstract and concrete 
fact and of opinion by representative 
men and women with whom I must 
naturally come into casual or direct 
contact, I almost as naturally, after all 
these years, must synopsize and reflect 
something of the mass belief, opinion 
and sentiment, reserving, of course, 
some opinions essentially my own based 
on the composite. In this article will 
appear only the beliefs, opinions and 
sentiments of others as heard en route. 

Oil operators hold varying opinions 
about the cause of the slump in their 
business and ways and means of bet- 
terment. Farmers, perhaps, are in 
closer agreement about the troubles of 
their industry, including cotton-grow- 
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The Mining Outlook 


Gold and Lead in Lead—Copper Industry Slowly Improving 
By C. S. HARTLEIGH 


ONDITIONS are improving for the 

gold miner. Not long ago he com- 
plained that while the costs of mine labor 
and supplies and the market price of al- 
most every other mineral product had gone 
up, the price of his product remained sta- 
tionary. . Today this same tendency of gold 
to remain stationary in price is proving to 
be his salvation, as it permits him to profit 
from business depression and low prices 
elsewhere. The gold producer can now 
cast aside the envy he felt as he contem- 
plated the excess profits of the producer 
of copper, lead and zinc, and he can now 
say to these gentlemen, “He laughs best 
who laughs last.” 

At this time the cost of the steel, ex- 
plosives, and mechanical equipment used 
by the gold miner are going down in price, 
and their cost is descending more rapidly 
with respect to the market value of the 
product than in the case of any other 
metal. Moreover, the gold miner secures 
the greatest benefit from the lower pay- 
rolls for mine labor. Not only does mine 
labor cost less, but it is more efficient, and 
takes more conscientious interest in its 
task, thanks to the unfailing action of the 
law of “the survival of the fittest” when 
times get hard. 


Operations Resuming 


In the leading gold mining camps of the 
country, resumption of mine development 
and operation is in order, and many im- 
portant mines are running at full capacity. 
In some cases programs of expansion 
are under way, and ground is being 
broken for new plants and equipment. 
This is the case with the Homestake, one 
of the five, and perhaps the most note- 
worthy, gold mining shares listed on the 
New York Stock Exchange. 

Gold continues to flow into the United 
States from foreign countries, and al- 
though this does not worry the miner of 
the metal because the market price is 
nominally the same, it is causing some 
concern in economic circles, for it is real- 
ized that the more gold we get, the less 
European countries have wherewith to 
purchase our goods, including metals, par- 
ticularly copper. 

Silver mining is of course assisted by 
the lower cost of labor and supplies, and 
in so far as domestic silver is concerned, 
almost the same arguments regarding uni- 
formity of price apply as in the case of 
gold. However, the real encourage- 
ment to the silver mining industry is 
to be found in the Pittman Act, which 
holds the price as high as 99%c., where- 
as the market price of foreign silver is 
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now around 60c. The purchases of 
domestic silver under the Pittman Act 
amounted to nearly 60,000,000 oz. up to 
July 1, or about 29% of the 207,000,000 
oz. to be purchased under the act. The 
rate of silver production is below normal 
at this time on account of the curtailment 
in the mining of other metals, particularly 
copper, lead, and zinc, of which silver is 
an important by-product. Good silver 
properties, whose physical condition would 
inspire confidence in the possibility of the 
development of substantial ore bodies, 
would no doubt find a ready market at 
this time, provided they are located in 
the United States. 


Millions of Pounds of 


Exportsto Germany | 


During the past few weeks the cop- 
per market has been listless, with few 
sales of lots as large as 500 tons. In 
fact, at the present time few lots are 
above 25 tons, and would be less except 
for the fact that carloads rates cannot be 
obtained on smaller lots. Until recently 
the price has been between 125éc. and 
123%4c. a pound, but the latest quotations 
have been based on a delivered price of 
12%c., and wire bars have been offered 
at a fraction above 12c. American pro- 
ducers are unwilling to meet recent prices 
quoted by English dealers. Sales have 
been made in London lately at a price 
which is equivalent to 11.65c. a pound in 
New York. Through the Copper Export 
Association, some copper has been sold to 
Germany, France and England, and Japan, 
Holland and Belgium have been in the 
market for small amounts. The produc- 
tion of copper in Japan at the present time 
is about 4,000 tons per month, with con- 
sumption running at about 5,500 tons. 
Chinese demand accounts for another 1,500 
tons per month. Far Eastern demand, 
which must be satisfied by shipments from 
this country, aggregates therefore approx- 


imately 3,000 tons per month. Germany 
has been the best customer, and has paid 
cash. Most of the copper sold has been 
in the form of wire bars, the wire drawers 
being the most active of the copper con- 
sumers. The brass trade is dull, and brass 
mills which in normal times are substantial 
consumers of copper are out of the mar- 
ket. Much of the copper sold in the ex- 
port trade is going into low-priced elec- 
trical equipment. 

Stocks of unsold copper are probably 
around 1,000,000,000 pounds and little if 
any headway has been made toward the 
reduction of this supply, as a result of 
recent curtailment of production. The 
accompanying graph, setting forth the 
United States copper production, together 
with exports and imports, gives a fair 
picture of the present situation. The 
smelter production has declined rapidly 
since April 1, and it is now probably less 
than 25% of the pre-war rate. Imports 
into the United States include the produc- 
tion of such American companies as Gran- 
by, Cerro de Pasco, and Chile, which have 
not shut down. The upper curve in the 
graph indicates smelter production plus 
imports, against which must be balanced 
the total exports plus domestic consump- 
tion. Spaces between the lower curves on 
the chart show the quantities exported to 
Germany, France, England and all other 
foreign countries. It will be noted that, 
by the end of May, the total exports 
were almost equal to the domestic 
smelter production plus imports, and if 
we add the domestic consumption to 
the exports, although the domestic de- 
mand is comparatively unimportant, we 
observe that the demand is beginning 
to exceed the supply. This marks the 
turning point in the copper situation, 
provided the export trade does not go 
to pieces. 

The immediate outlook for substantial 
increase in domestic consumption is not 
bright, and unless the export demand in- 
creases materially in the near future, it 
would not be far wrong to say that most 
of the copper producers that are now shut 
down will not resume operations within 
the next two years. However, with do- 
mestic consumers buying from hand to 
mouth, while waiting for improvement in 
business conditions, and with the possi- 
bility of entering into credit arrangements 
with Germany with the hope of stimulating 
increased buying from that quarter, the 
outlook is not as bad as it seems. 

The relation bétween consumption and 
production should be kept in view, and it 
must be apparent that any continued and 
substantial reduction in the accumulated 
stock of unsold copper will be a real rea- 
son for the copper shares to begin to dis- 
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count better times ahead for the copper 
industry. 

Only a fgw important copper companies 
are producing the metal at present, and 
these are Miami, Kennecott, Calumet & 
Arizona’s subsidiary New Cornelia, Cop- 
per Range, Quincy, and East Butte. To 
this list must be added the American 
Smelting & Refining Co., which does 
a large custom business and is one of 
of the most important producers of copper. 
Tennessee Copper is virtually a chemical 
company, but produces some copper as a 
by-product. 

The behavior of the copper shares dur- 
ing the past year has consistently reflected 
the influences of two important factors, 
namely, the general trend of the market, 
which influence is always present to some 
extent, and underlying conditions in the 
metal market, particularly the market price 
of copper. During the first half of 1920 
the price of copper sunk to a low level, 
then advanced slightly on the strength of 
increasing foreign demand, but recently 
it has sunk back again to the low level. 
Under existing conditions it does not seem 
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reasonable to suppose that the price of the 
metal can go much lower, on account of 
the cost of production if for no other 
reason, and consequently it is probable that 
the copper shares will also maintain ap- 
proximately their present level until they 
begin to discount future conditions. The 
suggestion to be drawn from this is that 
although there is no hurry about buying 
the copper shares, they should from now 
on be kept in view so as not to overlook 
the beginning of the discounting process 
which will take place along with any sub- 
stantial reduction in the unsold supply of 
metal. 

The demand for lead has been good, 
and it is fair to say that lead and gold 
are the two metals in most favored 
position at this time. Lead is quoted at 
from 4.20c. to 4.40c. a pound, and is in 
good demand from sporting goods manu- 
facturers who are doing an excellent busi- 
ness in cartridges, from manufacturers of 
cable, and from storage battery makers. 
There is an unusually good business in 

(Continued on page 517) 
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Gold Imports 


Their Effect Upon Reserve System 


Our large gold imports in recent months 
have been the basis of universal comment 
and discussion. The question of how these 
imports will affect our economic status is 
considered of paramount importance. The 
following extract, from the current review 
of the Federal Reserve Board, is to the 
point: 

“When Congress passed the Federal 
Reserve Act one of its major purposes 
was to provide elasticity of currency and 
credit. Gold was to form the sole re- 
serve behind Federal Reserve notes, which 
were the new elastic currency, and was 
to be the principal reserve behind Fed- 
eral Reserve Bank deposits, which in- 
crease as bank loans and bank deposits ex- 
pand. Congress did not specify in dollars 
or percentages what these reserves should 
amount to, except as to minimum require- 
ments, and even these were not abso- 
lutely rigid. 

“In practice the reserve ratios of the 
system pass through a wide range, but 
thus far they have never fallen to the 
minimum percentages below which they 
cannot go without the payment of a pen- 
alty. These minimum percentages of 40% 
of gold behind Federal Reserve notes and 
35% of gold and lawful money behind 
deposits. In the middle of July, 1920, the 
gold behind all Federal Reserve notes in 
circulation, after allowing for the required 
reserve against deposits amounted to 40%, 
and in July, 1921, to 80%. The cor- 
responding ratio of the New York Re- 
serve Bank rose in the same time from 
46% to more than 100%. 


Imports Go to Reserve Banks 


“It is from the holdings of the Reserve 
banks that gold is mainly withdrawn at 
times when it is flowing away from the 
country, and it is into the Reserve banks 
that gold mainly goes when the flow is 
toward the United States. Consequently, 
if the outflow coincides with a heavy 
credit demand, as in the period between 
July, 1919, and July, 1920, the reserve 
ratios rapidly decline; and if the inflow 
coincides with a lessened credit demand, 
as at present, the reserve ratios rise 
rapidly. As in either case, the flexibility 
of the Federal Reserve system permits ad- 
justment to the demands for credit from 
industry, commerce, and agriculture, and 
the former adverse consequences of heavy 
gold movements, such as a sharp curtail- 
ment of credit when gold flows out, are 
minimized. 

“The supply of gold in the United 
States is now at its highest point, though 
not much higher than before the re- 
strictions on the export of gold were re- 
moved in June, 1919. During the last 
twelve months, because of conditions which 
are without precedent in any like degree, 
there has been a great inflow of gold 
to this country from Europe. The total 
stock of gold in the United States on 
July 1 of this year was $3,223,000,000, 
estimated to be about 40% of the world’s 
stock. 


Where Imports Are Coming From 


“The gold recently received came large- 
ly from private sources, and served mainly 


to reduce foreign indebtedness to this 
country. The gold holdings of most of 
the European central banks are larger than 
before the war. The Bank of England 
has more than three times as much gold 
as it had in 1913, the Bank of France more 
than half as much again, and even the 
German’ Reichsbank has nearly as much 
gold as before the war. That does not 
mean necessarily that the entire stock of 
gold in those countries are greater than 
before the war, because the tendency has 
been for gold to be assembled in the 
central banks, where it should serve as the 
basis for credit and issues of currency. 

“In the United States also this tendency 
has prevailed, and the stock of gold is now 
largely in the possession of the Federal 
Reserve banks. On July 1, out of the 
total amount of monetary gold in the coun- 
try, $2,462,000,000 was in the reserves of 
the Reserve banks. In the war years gold 
circulated less generally and gravitated to- 
ward the Reserve banks, though at all 
times Federal Reserve notes were redeem- 
able dollar for dollar in gold. In the last 
12 months, which marks the recent period 
of heavy gold importation, the bulk of gold 
received has been deposited with the Re- 
serve banks, and in the year ended July 
1 their gold reserves increased $490,000,000, 
as against an increase of $535,000,000 in the 
country’s stock. 


Usefulness in Reserve Banks 


“The primary reason why so much of 
the imported gold went immediately into 
the reserves of the Reserve banks is that 
it is of greatest utility there. In the 
possession of a member bank it cannot 
serve as the basis for credit any more than 
any other form of money received on de- 
posit, and as long as it remains in the 
vaults of a member bank it is useless even 
as reserve, because members banks must 
keep all of their reserves with the Reserve 
Bank. In the possession of the Reserve 
banks, however, the gold not only serves 
to strengthen their position, and to increase 
their availability for the country’s credit 
needs, but it serves better the uses of the 
member bank depositing it. It loses imme- 
diately the disability of weight and bulk; 
it can be drawn against by check and be 
transferred by telegraph. It becomes 
merged with the deposits in the Federal 
Reserve banks, and like them can be drawn 
out again in gold if desired; or when those 
deposits are in excess of the reserves which 
member banks are required by law to main- 
tain, can be used to reduce indebtedness at 
the Reserve banks. Indeed a large propor- 
tion, possibly 40% of the decrease in Re- 
serve Bank loans is attributable to gold im- 
ports. 

“In spite of the large imports of gold, 
the percentage of gold to money in cir- 
culation is smaller than before the war, 
as is also the percentage of gold to bank 
deposits. Whereas in 1915 total gold hold- 
ings were almost exactly equal to the vol- 
ume of paper money in circulation, they are 
now about 75% as large as the volume of 
paper money in circulation; and whereas 
in 1915 total gold holdings were 10.4% as 
large as bank deposits, they are now about 
10.2%.” 
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PECULATION in securities, as in 

other forms of property, is a busi- 
ness with clearly defined rules which 
must be followed at the risk of dis- 
comfiture and loss. Almost without 
exception, those who have not care- 
fully followed the rules of speculation 
have had only themselves to blame for 
the inevitable losses. : 

There are certain qualifications which 
the speculator in securities should 
have, if he is to be successful. They 
include among a number of others, 
knowledge of security values, the ability 
to resist hair-trigger conclusions, the 
ability to wait patiently for opportuni- 
ties as they occur, moderation in de- 
sire for profits, a temperament that will 
accept losses with urbanity, and, finally, 
a sufficient amount of the world’s 
goods to warrant speculation. 

This all sounds very simple. Examine 
these qualifications and they become a 
little more complicated. There are few 
people who have all these qualities, 
but they are qualities which can be 
developed and which should be developed 


in order to ensure a successful specu- 
lative career. The man who thinks that 
money and money alone will make 
money in the market is making a sad 


mistake. Others have thought so and 
the result has been disastrous. Money 
is needed to be sure, but of equal if not 
greater importance is the possession of 
hard common sense, patience and 
knowledge of securities. With that 
trinity, in addition to money, the specu- 
lator should go far. 

The particular purpose of this article 
is not so much to present the basic 
principles of speculation as their ap- 
plication to one specific case. Assume 
that the investor has an available fund 
of $10,000 which is to be limited ex- 
clusively to speculative purposes. The 
problem to be faced involves the speci- 
fic manner in which these funds are to 
be used. It is understood, of course, 
that the investor is in a position to 
speculate with these funds and that he 
can stand any losses that may ensue. 
This leaves him comparatively free as 
to the scope of his future stock market 
operations, as he is not handicapped 
by the necessity of withdrawing these 
funds for other purposes. This is a 
very important point. It is perhaps 
the chief reason for so many failures 
in speculation that investors use funds 
for speculative purposes which should 
have been diverted to some more essen- 
tial enterprise. Investors should 
KNOW whether they are in a position 
to speculate or not. The mere posses- 
sion of a certain amount of money does 
not denote that the owner is in a posi- 
tion to speculate. Unless this fund 
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represents a real surplus above present 
and conceivable future needs, the man 
with a surplus is absolutely unwar- 
ranted in entering the speculative 
market. 


Two Ways 


There are two ways of making money 
in the stock market: One is to buy 
stocks and later to sell them at higher 
prices; the other is to sell stocks 
(“short”) later buying in the contracts 
at lower prices. Both are legitimate 
methods of market operation and both 
are essential for speculative purposes. 

The man who confines himself to 
buying stocks is bound to run contrary 
to the trend of the market eventually 
and the ensuing result may be very un- 
pleasant. Suppose, for example, the 
investor had done nothing but buy 
stocks during the past year or so. 
What would have been the result with 
practically every issue now selling at a 
big discount from prices of a year ago? 
To sell stocks short sometimes, there- 
fore, is an absolute necessity, if the 
speculator is to really profit from the 
market swings. 

In buying stocks, just as in invest- 
ment, the investor should confine him- 
self to the purchase of securities, either 
outright or on a very liberal margin, 
which appeal to him as being reason- 
ably low, which are intrinsically sound, 
which return a good return on the in- 
vested money and which have reason- 
able prospects for enhancement in 
value. Stocks should not be bought 
on tips, rumors or other heterogeneous 
information, or rather, misinformation. 
Nor should he buy stocks on his inter- 
pretation of the “tape.” This is a 
special business of its own, requiring 
a highly specialized knowledge of tape- 
reading such as is possessed by only 
a few men who have devoted their lives 
to this profession. The generic term 
for this sort. of market operation is 
trading, and in this article we are not 
concerned with trading but with specu- 
lation in its broadest form. Trading 
involves quick thinking and quick 
(hair-trigger) judgment. The ordinary 
investor is not in a position to indulge 
in this form of excitement and he will 
do well to keep away from it. 


Haste Unwise 


The speculator should not be in a 
rush to make his commitments. The 
market is always there and the best 
results are obtained by calm thinking 
and patient waiting. It will also be 
well for the speculator to decide in ad- 
vance how much of a profit will satisfy 
him, and he should adhere in most 
instances to this system. If he intends 
to enter the market only at the com- 
mencement of big swings (once or 
twice a year), he may naturally ex- 


Common Sense in Speculation 


How to Handle a Real Speculative Surplus of 
$10,000—How Such a Surplus Was Handled 


pect a bigger profit than if he intends 
to operate once a month, or more often. 
The more often he operates the smaller 
margin of profit he should expect. 


Generally, it will do well to be moder- 
ate in your desires. A profit amounting 
to 50% annually on your speculations 
is highly satisfactory and should be 
considered sufficient even though it may 
be possible for some persons to make a 
profit of 1,000% or more. Finally the 
buyer or seller of stocks should have 
the courage to take losses. If he has 
not this requisite, even though he 
possesses all the others, he would much 
better confine his purchases to high- 
grade bonds and the like. Otherwise 
his peace of mind will probably be 
completely ruined, and no amount of 
money can compensate for such a loss. 

We will assume that our speculator 
with a surplus of $10,000 has all the 
above requisites, in which case he is 
in an excellent position to engage in 
the exciting and lucrative business of 
intelligent speculation. 


The First Problem 


The first problem to be solved is the 
question as to the distribution of risk. 
The proper viewpoint to have toward 
all speculation is to regard it as a 
potential source of loss. In other 
words, it is better to be pessimistic with 
regard to the outcome of your opera- 
tions than optimistic. The idea of this 
is that it will compel you to be more 
cautious and careful than if ‘you blandly 
anticipated a large profit on every 
transaction. By entertaining such an 
attitude, you will automatically seek 
protection in all stock market transac- 
tions and protection is what you want 
above all other things. 

For that reason, the $10,000 fund 
should be so employed as to leave a 
free surplus of about half that amount 
in case anything goes wrong. In other 
words, no more than $5,000 of the total 
amount should be used in the stock 
market at any one time. Later on, when 
the profits begin to grow, a proportion- 
ately larger amount can be used, but 
in the commencement no more than 
50% of the original capital should be 
risked. 

There is now $5,000 available for 
speculation with a back-log of $5,000 
for protection purposes. Two prob- 
lems now present themselves: One as 
to the amount of margin, and second, 
the type of securities into which these 
funds are to go. 

Considering that the speculator already 
has a surplus of $5,000 with which to 
back up his transactions, his margin 
requirements may he made smaller. 
But even in this case, the margin should 
be sufficiently strong to carry a stock 
a reasonable distance. Probably a 35% 
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margin would cover this requirement 
satisfactorily. 
Selecting the Security 

The next problem is the choice of se- 
curity. On this point, the speculator 
must have very definite convictions. 
He must not be influenced by apparent 
possibilities in stocks with which he is 
not acquainted. 

Probably the most satisfactory re- 
sults—although the profits will not be 
so large—will be in the standard issues 
like U. S. Steel, American Locomotive, 
Texas Company, Reading and South- 
ern Pacific. These issues and others 
of like calibre, are ideal from a specula- 
tive viewpoint because they offer rela- 
tive stability as well as good profit-pos- 
sibilities through their moderate price 
fluctuations. While stocks like Mexican 
Petroleum, Atlantic Gulf and Stude- 
baker may offer wider swings markct- 
wise and consequently greater profit 
possibilities, their movements are so 
erratic and so dependent on circum- 
stances peculiar to the company itself, 
which may be known only to the fortu- 
nate few on the inside, that they are 
langerous stocks to trade in. 

On the other hand, movements of 
the so-called standard stocks are based 
on more fundamental considerations 
and are easier to gage. The losses in 
Stich issues are easy to limit. While 
their fluctuations are limited, in com- 
parison with the rapid-fire type of 
speculation, they are sufficiently wide 
to offer many opportunities for five and 
ten point swings during the year. By 
limiting his transactions to such issues, 
the speculator soon gets to recognize 
the salient features of their market ac- 
tion in a more efficient manner than if 
he “spreads himself all over the Board.” 
Another advantage is that such stocks 
are difficult to manipulate on account 
of their large amounts of outstanding 
stock. In case the speculator goes 
“short” of one of these ‘issues he does 
not need to stay up nights fearing that 
he will be required to pay premiums 
or that the stock will be run up to 20 
points on him over night. In other 
words, operations in these issues are 
reasonably safe and yet offer good 
profit possibilities on either side of the 
market. 

To further systematize his method of 
speculation, the speculator should next 
determine which specific issues he pro- 
poses to deal in. Assume that the five 
stocks that he proposes to deal in are 
Steel common, American Locomotive, 
Texas Co., Southern Pacific and Read- 
ing. Each one of these issues is prac- 
tically the leader in its group, though 
more from an industrial than a market 
viewpoint, the real stock market leaders 
being the highly volatile issues like 
Studebaker and Mexican Petroleum. 

With $5,000 available’ for stock 
market purposes (plus a reserve of $5,- 
000), an amount approximating $1,000 
apiece can go into each of the five is- 
sues mentioned above. A _ 20-point 
margin is sufficient and the investor 
consequently can afford to operate in 
50 share lots in each of the stocks 
enumerated. It is preferable that he 
operate in each one of these stocks, 
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thus distributing the risk. To place 
all the money in one single issue is not 
advisable under any circumstances. 


When to Go In 


Having decided in advance as to 
margin requirements and the type of 
issue in which to speculate, the next 
step should be to decide when to go 
into the market. 

This is a subject as broad as it is 
long. Generally, it will be best to con- 
fine oneself to transactions only at 
stated periods: thus, after a big break 
in the market, or after a prolonged up- 
ward swing. While the transactions 
will be less numerous this way than 
by entering the market frequently, the 
results are much more apt to be suc- 
cessful. The opportunities will come 
but the investor must be patient. When 
they come he should not hesitate to 
take advantage of them. If he has 
made up his mind that the stock in 
which he wishes to trade is too high 
or too low, that is the time for him to 


break in the market). In most cases, 
the market will rally after such a de- 
cline to about one-third of its loss. 
In other words, it should now have a 
rally of about 5 points. This is the 
point where the speculator should sell 
at least half his holdings, protecting 
part of his profits on the others with 
stop-loss orders. 

Having finally closed out his holdings, 
he should forget about the market for 
the time being. In a few months an- 
other such opportunity will occur and 
the same operation can be made. At 
all times, the speculator should protect 
himself by stops either actual or men- 
tal, so that in case his original judg- 
ment is wrong he will not be compelled 
to take more than a moderate loss. 
This is absolutely essential and the 
trader who is temperamentally unable 
to take a loss had better never enter 
the market because losses are inevitable 
and even the most successful specula- 
tors take losses. 


When to Sell Short 











get into the market and he should not Suppose, on the other hand the 
get in gingerly but, colloquially speak- market has a 15 point advance. That 
HOW A $10,000 SPECULATIVE FUND WAS USED 
(June, 1921) 
For active stock market uses .........cccccccccccsseces $5,000 
ee EL aba Sdacehokmcsthecubebonds cknebverdiekes 5,000 
_ ee $10,000 
Profit Loss 
U.S.Steel Margin Sold 50 shares at Bought 50 shares at in Points in Points 
20 Points 79%, 6/1/21. Stop 73%, 6/16/21. 5% 
loss placed at 8144. : 
Am. Loco. 20 Points Bought 50 shares at Sold 50 at 82%, 
82%, 6/2/21. Stop 6/8/21. Stop loss 
loss at 80%, later caught at 8244. 4 
raised to 825% when 
stock advanced to 
* 84. 
Texas Co. 15 Points Sold 50 at 35%, Bought 50 at 30%, 
6/2/21. Stop less 6/19/21. 5% 
placed at 37%. 
Reading 20Points Bought 50 at 71%, Sold 50 at 69, 
6/3/21. Stop loss 6/6/21. Stop loss 2% 
placed at 69%. caught at 69%. 
Southern 20Points Bought 50 at 75, Sold 50 at 72%, 
Pacific 6/3/21. Stop loss 6/6/21. Stop loss 2% 
caught at 73. 


placed at 73. 











ing, with both feet. If he operates as 
suggested above, with a 50% reserve in 
cash and the balance used as a 35% 
margin, he is amply provided for, espe- 
cially if he buys a stock after a 20-point 
drop or sells it short after a 20-point 
advance. To be sure, such moves will 
occur perhaps only twice or three times 
a year, but that is often enough to per- 
mit a very liberal profit. 

Suppose then, the five stocks in which 
the speculator is to specialize decline 
steadily so that om average they are 
15 points below the highest point of 
the year, and suppose, moreover, that 
such-a decline proceed practically with- 
out a halt, which very often happens. 
That would be a good opportunity to 
buy. The speculator should then make 
his committment in 50 shares each of 
the five stocks which he has chosen. 
This gives him a line of 250 shares on 
a 20 point margin (after a 15 point 


would be a good opportunity to sell 
short, also protected by stop-losses. 
The market will generally react after 
such an advance and at least two or 
three of the stocks in which the trades 
are made should show a moderate 
profit. 

The idea of speculating in five stocks 
instead of only in one is not only that 
the risk is diversified but that there is 
better opportunity of making a profit 
on at least several of the issues selected, 
It is rare that-a commitment will be 
made in five stocks without at least 
one or two showing a profit, provided 
an ordinary amount of intelligence is 
displayed by the speculator. 

Based on the method as above, it 
should not be difficult for the specula- 
tor to make a profit on most of his 
transactions. If, on the other hand, 
he allows himself to be diverted by ap- 

(Continued on page 496) 
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The Factor of Maintenance 
HE Class I roads had a net operating 
income in May of $37,000,000 roundly 
against a deficit of $5,400,000 the same 
month last year. This net represented 
241% on the aggregate value of property 
used in transportation against the 6% re- 
quired. While some of the improvement 
may be attributed to slightly increasing 
tonnage and legitimate economies in oper- 
ation, the fact of the matter is that the 
bulk of the increased net was due to very 
drastic reduction in maintenance of way 
and structures. In other words the im- 
provement is more apparent than real, 
most of it being due to severe methods of 
curtailment of expenditures rather than 
to an actual improvement in the traffic 
situation. Inasmuch as the same condi- 
tions have prevailed during June—for 
which complete figures have not been pub- 
lished—and no doubt are still prevailing, 
it will be seen that it is still difficult to 
judge whether the roads are approaching 
a sound financial basis. 
The effects of undermaintenance as a 


bookkeeping item may be dismissed as 
comparatively negligible as against the 
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influence of undermaintenance on the 
physical condition of the roads. Com- 
pared with last year, there has been a re- 
duction in expenses for maintenance of 
way and structures amounting to $51,000,- 
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THE TREND 


STEEL—Activity increasing in various 
branches of steel-making. Prices 
dropping and competition is the 

keenest since the slump. Lower 

prices all around expected but vol- 
ume of sales should slowly increase. 
| Pig iron still dull and prices are 
unse 


| —- Ban, 
| For the first time, however, produc- 
| tion is below consumption so that 
inroads are ly on 
the surplus. Tin and zinc are fea- 
tureless. Lead is steady. 
OIL—Conditions are relativel 
changed. Refined products with ex- 
ception of gasoline are weak and 
crude oil is still selling at the lowest 
mmediate out- 


CONC piur ontetiome of ee 
tion. Prices lower. Domestic 
falls off. Railroad 
commence soon which will probably 
give a start to the 4, 
a and leather a little 
stronger and demand is picking up. 
Shoe manufacturing on the increase. 





The outlook is encourag- 
ing for these trades, in general. | 
report 


A is 


facturers eo! -% ~~ er m rate 
of output. fuy Lyk 
considerable =. in souledian. 

MACHINERY—Production falling off as 
buyers retire from the market. Prices 
of various products decline. Farmers 
averse to new purchases. Outlook is 
Poor. 

SUMMARY—Conditions in industry at 

large are irregular although a better 

sentiment is noted. Soon Govern- 





ment aid, railroads expected to | 
renew buying which ep prove a | 
stimulus to business in general. Funda- 


mental conditions showly shaping them- 
selves in favor of betterment in trade. 

















000, and for maintenance of equipment of 
$37,000,000. Had the proper work been 
done on toad and equipment, no doubt the 
fair earnings showing during May and the 
probably better showing during June 
would have turned into a comparatively 
poor showing. Therefore, undue impor- 
tance should not be ascribed to the better- 
ment in railroad earnings. Not until the 
proper amounts are being expended on 
maintenance and betterments can a truly 
accurate picture of railroad finances be had. 

The entire railroad situation thus is still 
an uncertain one. The Government pro- 
poses to come to the rescue by a new re- 
funding plan which will release about 
$500,000,000 to the carriers. A _ great 
share of this money, if paid, will have to 
be passed on by the carriers to the con- 


cerns from which they have been buying 
materials in the past year without paying 
for them. However, there will be still 
some left for purposes of new buying, so 
that the roads will be at least in a some- 
what better position to improve their 
physical facilities than has been the case 
in a considerable period. 

In an ultimate sense, of course, a genu- 
ine improvement in the railroad situation 
is dependent on a genuine improvement in 
the business situation at large. Condi- 
tions yet do not denote such an improve- 
ment to be near at hand, and for that 
reason an early recovery in railroad earn- 
ing power is not to be anticipated. The 
figures as published from month to month 
may indicate an apparent improvement; 
but this will be due, as expressed previ- 
ously, to undermaintenance rather than to 
improvement in traffic. 





COAL 











Stagnation Continues 


There is very little change in the bitu- 
minous coal market in various sections of 
the country. Operating conditions are 
lower than for weeks past, and it appears 
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that further curtailment is in sight unless 
there is early improvement in demand. 
At present writing, demand is prac- 
tically non-existent and the dearth of in- 
(Continued on page 492) 
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OUR Cis | RAPHS 

Editor, Tae MaGazi8« or WALL STREET. 

Sir:—I am much interested in your 
regular graphs showing market values, 
and would greatly appreciate a state- 
ment as to how the averages are ad- 
Susted in the oil* graph, as per page 
274, June 25, 1921. No doubt there is 
Some adjustment on account of the 
wide difference in share values of the 
six oils used, also perhaps on account 
of change of par value in Texas, etc. 





The adjustment in the oil graph re- 
ferred to in the above is made necessary 
on account of the change in par value 
of Texas Company shares. Originally 
this stock was issued in shares of $10 
par value. In November, 1919, how- 
ever, the par value was changed to $25. 
In order to keep the price of the shares 
the same, it was necessary for graph 
purposes to multiply the price of the 
new stock by four, inasmuch as the 
holder of the old $100 par stock re- 
ceived 4 shares of $25 stock for each 
share of $100 stock previously held. 
Had this change not been taken into 
consideration and Texas stock been 
figured on the basis of the new par 
value, it would have completely altered 
the appearance of the graph and given 
an entirely erroneous impression. In 
any properly drawn graph, a change in 
par value will always be taken into 
consideration and the calculations be 
made accordingly.—Editor. 





MEXICAN DOLLARS 


Editor, THe MaGazine ory WALL STREET. 

Sir:—I am a regular reader of THE 
Wart Srreer Macazine, and I would 
like to be enlightened, through your 
columns, if space will permit, on this 
branch of foreign exchange, namely, the 
daily quotation on Mexican dollars. 
Why do we have a market for Mexican 
dollars in this country and why are they 
listed for sale as silver bullion? 

I notice also that the price on these 
dollars fluctuates with the price of bar 
silver. Such fluctuations at times carry- 
ing them considerably below their cir- 
culating value. Does this money 
eventually find its way back to Mexico, 
or is it really disposed of to silver con- 
sumers in this country?—L. 





We have a market for Mexican dol- 
lars in this country, because the Mexi- 
can dollar is a commodity, which con- 
tains 417.74 grains of silver having a 
fineness of .9027. Taking into account 
the quantity of silver in a Mexican dol- 
lar, making allowance for the fineness 
of the silver, and the market price of 
silver of foreign origin, a simple calcu- 
lation will show that the quoted market 
price of the Mexican dollar is just a 
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little below the market price of the 
silver actually contained. For example, 
when silver was quoted recently at 
around 60 cents an ounce, the Mexican 
dollar was quoted at aboui 46 cents. 
The slight reduction over the actual 
bullion value of the silver is no doubt 
calculated to just about cover the cost 
of remelting. The market price of the 
Mexican dollar, according to the actual 
silver contained, has nothing to do with 
the circulating value of the coin in 
Mexico, the difference between the bul- 
lion value and the circulating value being 
regulated by Mexican law, and the 
credit of the Mexican Government. 
Near, or below, the Mexican border 
the Mexican dollar circulates normally 
at an exchange value of about two to 
one with our money. In other words, 
a Mexican dollar is considered worth 
50 cents in United States money. The 
Mexican dollar, which is disposed of in 
this country at its bullion value goes 
into the hand of silver consumers, and 
the money paid for it goes into the 
pocket of the one who disposed of the 
Mexican money. We shall be glad to 
discuss the matter further if this docs 
not answer your question.—Editor. 





BOND BUYERS’ GUIDE 


Editor, THe MaGazine oF WALL STREET. 

Sir:—I wish to express my apprecia- 
tion of the way you are now arranging 
your Bond Buyers’ Guide (p. 239 of the 
June 25th issue). I was glad to con- 
sult this department in previous issues 
and believe it will be much more help- 
ful now. I miss the signs indicating if 
the issues come in $100 or $500 pieces. 
Could you not include this information 
as you did before, or in some other 
way?—L. 





Beginning with the July 9th issue of 
this Macazing, you will note that the 
bonds mentioned in our Bond Buyers’ 
Guide are marked in such a way as to 
indicate whether or not they are avail- 
able in $1,000, $500 or $100 pieces. We 
feel that this final improvement makes 
the new Guide complete.—Editor. 





INCOME BUILDING 


Editor, THe MaGAzine or WALL STREET. 

Sir:-—I see in your MAcAzine from 
time to time, ways in which an income 
can be built up from little or nothing 
and have one myself that is working 
every day and getting what I believe 
to be good results. At least, I have not 
found any flaws in it to date and have 
been -using it for over five years now. 

I have been earning enough to save 
about $1,000 per year and with this 
amount I buy a bond on the instalment 
plan. I get the bond about the first 
of each year. In order to get some 
quick action on the interest I joined a 


Building and Loan Association for 5 
shares at $200 per share. This costs 
$60 per year and matures in 11 years. 
I always get a 6% bond and the bond 
interest pays the loan share dues. 
Thus in 11 years I will have $11,000 in 
6% bonds and $1,000 in cash and an 
income of $1,000 for the next 10 years. 
If I want to continue, I can have $1,000 
a year for the rest of my life and it 
don’t cast me a cent as the bond inter- 
est pays all the dues. 

Another good feature is, that if at 
the end of 8 years, I can’t save the 
$1,000 through a reduction in wages 
(and I just took 12%%), I have nothing 
to worry about as the $8,000 in bonds 
will carry the 8 series of stock and I 
have no dues to meet. If I get sick 
or disabled the same will be the case. 

Some may say that the Building and 
Loan associations are not reliable, but 
in Missouri they are examined the same 
as banks and as the woods are full of 
them and you never hear of one failing, 
they must be fairly healthy financially. 
Stock can be carried in 11 different 
associations thus minimizing the chance 
of loss. The bonds can be diversified 
also. My grandfather matured stock in 
one of the Building and Loan associa- 
tions operating here after he got out 
of the Civil War so it ought to be a 
seasoned company. Several others are 
nearly as old. 

If you think this letter is worth wast- 
ing space on, you have my permission 
to publish it as you have many others. 
It might do someone some good. I 
saw a laborer purchase a MAGAZINE oF 
Watt Srreer at a news-stand this 
evening so there may be a few of your 
clients who might be interested in read- 
ing it. 





We were very pleased to receive your 
letter describing the interest you have 
taken in the share offerings of various 
Building and Loan associations. Tue 
MAGAZINE OF WALL Street has made 
frequent reference to the services of 
Building and Loan associations as well 
as to the investment possibilities of 
their shares. We are glad to publish 
your letter, as we consider it an inter- 
esting contribution to the general sub- 
ject—Editor. 





CANADIAN VENTURES 


Editor, THe MaAGAziIne or WALL STREET. 

Sir:—Being a buyer and seller from 
time to time in bonds and stocks, I 
would like to suggest to you, since I 
am a subscriber and continuous reader 
of your Macazine, that it might 
be of very great advantage to your 
Macazine here if more space was given 
to Canadian ventures. Many persons 
have remarked to me that it contains 

(Continued on page 497) 
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Pre-War 
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1909-13 
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INDUSTRIALS—Continued: 
Calif. Petro. Pfd, ........- 95% 
Central Leather ........-... 51% 
Do. TU, cesecccecccsces lll 
Cerro de Pasco..........+-+ - 
Gani. BReh, ccccceccvtese 
Chile eee 
Chino Copper .........+.+++ 50% 
Coca GelR cccccccecsccsecce 


Colum. Gas & E.. 
Columbia Graph. ... 








Consol, Cigar .......+..-+++ ate 
Consol, GAS ....ceccecceses 165% 
Gorn BUR, cocccdccesicccses 26% 

Deo BBB. coccccccccecscss 931, 
Crucible Steel .........++.-. 19% 
Cuba Cane Sugar ........... a 
Cuban Am, Sugar........... *58 
Fisk Rubber ........+..++++ oe 
Freeport Tex. .........+++++ mia 
Gen’l Asphalt ............. 42% 
Gen'l Electric .,.......+++- 188% 
Gen’l Motors .........+0++- *51% 

Do. OF BEE. ..cccccccces = 

Do. 6% Deb, ... lib ee 

Do. 7% Deb. ... os 
Goodrich ..cccceccssecscecs 

Do. FOR, cocceseccescsss 
Gt. Nor. Ores.......++--4+. 
Haskell-Barker 
Houston Oil ........-eeeeee 
Hupp Motors .......-..+++. 
Inspiration .......ssseeeees 
Inter, Mer, Mar. 

Doo BRE scccccccccccece 
Inter, Nickel .......+-++++: 
Inter, Paper ......-.+.+++++ 
Invincible Oil .........--+08 
Bolan GE sce siesccceccccccs 
Kelly Springfield .. we 

Do. Prd, ..... 

Kennecott ....... ee 
Keystone Tire ..........+.+- ee 
Iackawanna Steel ......... 55% 
Loewe, TRO. cccceccccscossse os 
Mexican Pet. .....-+..++++++ 90 
Miami Copper ...........+:. 30% 
Midvale Steel ...........+..- 

Wat’) Bane cccccscccscececs 94 
Nevada Copper .......+..++ 30 
N. ¥. Air Brake........... 98 
H. Ze TR wccccccsicoscees 40% 
North AmeOr. ...csccceseees 87% 
Bacthe GE ccccccscccccccccs - 
Pan Amer. Pet, .........+- . 

De. BD seccecseoce ae 
Philadelphia Co, .. 59% 
Phillips Pet, ..... anes. 08 
Pierce ATTOW ......sees000% 

Do. BEE. cccccscccesccese ee 
Pittsburgh Coal ............ *29% 
Pressed Steel Car........... 56 

De. BEE, ccceccceoccccene 112 
Punta Aleg. Sug. .........- 

Base GEE Gaebterdeccsdcccdes 

Ry. Steel Spgs. .......+s++ 64% 
_ ashen 111% 

Ray Cons. Cop. ........000% 27 

Replogle Steel ............. oa 

Republic I, & 8. .......+++- 49% 
Be. BOR, ccecce os 


Republic Motors P 
Royal Dutch N. Y¥. 
Shell T. & T. . 









Sinclair Con, Oil ........... 
Sloss Shef, Steel ........... 
Gland, Gis Gls De ccccccccces 
De. BSE, cecccccccccccccs 
Stromberg Carb. ..........+ 
Studebaker ........-sseeees 
De, DE csdedecdvccesove 
Superior Steel ............- 
Tenn, Cop. & Chem. ....... - 
Semad GR scbcsedoccocecesss 144 
Tex. Pac, Coal & O......... os 
Tobacco Prod. ...... con Sa 
Transe’al O. .... 
United Fruit ...... 208% 
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59 
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Active Stocks’ Price Range 


War 
Period 
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1914-18 


Lew 


112% 
7 
58% 

12% 
24% 
#38 
25% 
14% 
118 
*74% 
72% 





*Old stock. **Bid price given where no sales made, 
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Heating me Lighting 


STOCK 


Yields Over 9!% 


Descriptive circular on request. 


Theodore L. Bronson & Co. 


Members, New York Stock Exchange 
120 Broadway New York 


Telephone 7580 Rector 
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To develop and to de- 
serve the confidence 
of our customers has 
always been our suc- 
cessful policy. 


Their confidence has 
been acquired as a re- 
sult of accurate and 
prompt execution of 
odd ilot as well as 
hundred share orders. 


May we send you lat- 
est copy of our pub- 
lication, “Trading 
Suggestions”? It con- 
tains timely market 
opinions with definite 
suggestions for buy- 
ing and selling. 


If you cannot call, we shall 
be pleased to mail you copy 


Ask for Circular M.W.347 
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62 Broadway 


Wilson & Chardon 


Members Consolidated 
Stock Exchange of New York. 


New: York 


Telephone Whitehall 1964 









































OWER money rates aid 

other infallible signs 
seem to indicate a steady im- 
provement in the business 
situation. 


As financial stability ap- 
proaches, it will be more and 
more difficult to buy at prices 
yielding high returns such 
good bonds as the following: 


Chesapeake & Ohio 
Richmond & Allegheny Div. 
Ist 4%, 1989 
Price 74 and int., to yield 5.45% 


Chic., Rock Is. & Pac. Ry. 


Gen. 4%, 1988 
Price 72 and int., to yield 5.55% 





Western Union Telegraph 


Real Estate 44%, 1950 : 
Price 82 and int., to yield 5.80% 


Harlem River & Port Chester R. R. 


Ist 4%, 1954 
Price 71 and int., to yield 6.10% 








Armour & Company 


Ist Real Estate 4%%, 1939 
Price 80 and int., to yield 6.35% 


New York & East River Gas Co. 


Ist 5%, 1944 
Price 80 and int., to yield 6.75% 
Kingdom of Belgium 
20-Year 8%, 1941 
Price 101 and int., to yield 7.90% 


Central Union Gas Co. 


Ist 5%, 1927 
Price 85 and int., to yield 8.20% 


The above offerings are subject to 
change in price. 














Particulars on request. 


Tobey & Kirk 


ESTABLISHED 1873 


Members { New York Stock Exchange 
of Chicago Stock Exchange 


25 Broap St.,New York 


Direct Private Wire to 
Chicago 
Pittsburgh 


Detroit 
Cleveland 
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quiry suggests that consumers do not in- 
tend to enter the market for some time. 
Export demand has fallen off to nothing 
on account of the ending of the English 
coal strike. Movement of coal to the 
upper lakes has slowed down and conges- 
tion on the docks is very great. 

There is a lack of interest in both 
bituminous and anthracite coal, with 
the domestic consumer mostly respon- 
sible for this situation. Householders 
are apparently oblivious to warnings 
being sent out to the effect of a possible 
shortage later on. For this reason, re- 
tailers’ stocks are unusually large for 
this time of the year and these interests 
cannot be persuaded, under present con- 
dition, to listen to the behests of pro- 
ducers and wholesalers to take on more 
coal. Further, the retailers are indis- 
posed to grant credit freely on account 
of the present great unemployment. 

Producers are unable to dispose of more 
than 25% of the normal amount of pre- 
pared sizes and are consequently curtail- 
ing production. There is a - growing 
tendency among producers to suspend 
operations entirely where it is felt that 
such a course would mean less loss than 
if the mines were kept running. 

Prices have slumped and continue to 
reflect selling pressure. With consumers, 
however, it is not so much a question of 
price any longer, but one of immediate 
need; and so long as the immediate need 
is not pressing, they will probably refuse 
to buy. 

Admittedly, conditions in the coal 
market at large are very bad at present. 
It is doubtful that they have been worse 
for many years. Yet a change is bound to 
occur. Domestic consumers must come 
into the market at an early date if they 
are to supply their winter needs: indus- 
trial consumers are in a position, in some 
instances, where they will be required to 
make at least moderate additions to stock, 
and, above all, the railroads, in prepara- 
tion for the movement of fall freight, must 
show some new interest in coal. While it 
is indeed unlikely that any great degree 
of prosperity can come to the coal industry 
this year; nevertheless, there should be a 
moderate increase of activity, beginning 
perhaps with the end of August. 





STEEL 











Volume of Business Increases 


Increased activity is noted at the steel 
mills with the volume of business esti- 
mated 3 to 4% above that of several weeks 
ago. While these figures are purely con- 
jectural, there is no doubt that some sort 
of improvement has taken place at the 
mills, This improvement, however, is 
taking place at the expense of profits. 
Prices are being cut by all interests, and 
the buyer is having a great time of it. 
There is practically no uniformity when 
it comes to prices, and it is believed that 
before long the official level will be cut 


again. 
Most stable lines, such as sheets, wire 
products and semi-finished steel, show 


some improvement. The warehouses are 
fairly well occupied, though at the ex- 
pense of price. Their main effort, how- 
ever, is concentrated on reducing stocks 
on hand, which are now getting down to 
a fairly low level. 

The sheet market has improved with 
the arrival of new demand as well as the 
release of shipping orders on old con- 
tracts. Additionally, there has been some 
revival of old business. Several of the 
larger plants are preparing to resume to 
80% capacity for a few weeks ahead. 

Tin plate production shows an increase, 
Some of the more important plants are 
gaining rapidly in the rate of output. 
Prices, however, are weak and concessions 
are the order of the day. Buyers are gen- 
erally uncertain as to the stability of the 
present approximate level of prices. 

The pig iron market suffers by contrast 
with some of the others above named, 


OF WALL STREETS STEEL STOCKS’ AVERAGES. 


U.S.STEEL 
CRUCIBLE 


REPUBLIC 


— sai—’ 
YEARLY w 


*ULY 29 





As a whole, conditions are exceptionally 
quiet. The keenest competition prevails 
for whatever business is offered. Very 
little contract business is being done, most 
consumers being content to supply their 
requirements from time to time. As with 
steel, pig iron prices are unsteady. Dif- 
ferent prices prevail for the same article, 
and producers generally take what they 
can get. 

Repair work among the railroads is in- 
creasing, although this is not true of all 
districts. Nevertheless, sentiment for in- 
creased steel purchases for railroad pur- 
poses shows a tendency to strengthen and 
probably, with the assistance of the. re- 
funding plans under consideration by the 
Government, there will be a broader buy- 
ing movement than has been the case for 
a considerable period. 

While the present condition of the 
steel companies is none too good, indi- 
cations are that the industry is in pros- 
pect of better business. Steel interests 
are slightly encouraged by latest de- 
velopments and believe that the im- 
provement will hold. 





LEATHER 











Business Picking Up 
There has been some improvement in 


the hide and leather trades. The hide 
markets, in particular, are-more active and 
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TRADE TENDENCIES 
(Continued) 











some fairly large sales have been effected. 
Price.concessions are less numerous and 
sellers generally feel that a turn has come 
in the market. Most of the business is 
taken for tanners’ account, which is re- 
garded as a favorable sign for an increase 
in business, 

[he skin market is not quite so good, 
but there is a better tone to the inquiries 
and they are also more numerous than 
they have been in recent wecks. 

The leather market is better than it has 
been for some time. Buying is more gen- 
eral throughout the entire list, in which 
respect there has been a decided change 
over conditions a few weeks ago, when 
only a few grades were in demand. Orders 
are not on a large scale, but they are 
numerous enough to proyide a fair aggre- 
gate of business. Prices a-e somewhat 
firmer. 

Shoe manufacture is satisfactory, a 
number of the leading plants reporting an 
increased scale of operation. Stocks in the 
hands of retailers are lower, owing to in- 
creased purchases by consumers. Sales 
of shoes have been very successful, both 
with regard to men’s and women’s shoes. 
This branch of the industry is relatively in 
a good position, and the more efficient 
manufacturers should make a fair showing 
this year on the earnings side. 

An important development is the in- 
crease of export activity. Export trade 
in hides, skins, leather and tanning ma- 
terials evidently has turned the correr. 
The total value of leather exported during 
June was the greatest since January. Prac- 
tically every class of leather shared in the 
improvement. The best customer is Great 
Britain, with France, Belgium, Italy and 
Japan buying a fair amount. Export 
prices. have been practically cut in half, 
which accounts in good part for the in- 
crease in foreign demand for these prod- 
ucts. 

Inasmuch as the increase in export 
activity has continued fairly consistently 
since the beginning of the year, and is 
now in full swing, it is probable that the 
balance of the year will show even better 
results. 

Reflecting the increased business, im- 
ports also show a tendency to advance. 
Imports of sole leather from Japan during 
June were more than twice that for any 
month since October, 1920. 

In a general way, the allied hide and 
leather trades seem to be in an im- 
proving position. Whether this will be 
productive of a genuine boom in manu- 
facturing remains to be seen. It is suf- 
ficiently encouraging, at any rate, that 
some improvement has occurred and 
that the outlook is a little better than it 
has been for a considerable period. 





| MACHINERY 








On Downward Trend 
Prospects for the machinery and elec- 
trical equipment trades appear rather 
gloomy, at least as concerns the near 
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BRAZIL 


5% Sterling Loan of 1903 
Issued £8,500,000 

Outstanding £7,698,100 

Interest May and November Ist 
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These bonds are a direct obligation of the United 
States of Brazil and are further secured by the revenue 
derived from a special tax up to 2%, authorized to be 
levied upon imported goods as well as by all the net 
revenues derived from landing charges, warehouse rents, 
mooring, quay and other dues levied and collected at 
the port, harbor and docks of Rio de Janiero. 


These bonds can be purchased at a price to net 84% 
income at present rate of sterling exchange, which in- 
come will increase to over 11% at normal rate exchange. 

Possible profits in principal 62% to over 120%, depend- 
ing on rate of sterling exchange when bonds are called. 
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Write for circular AM 





Paine, Webber & Company 


ESTABLISHED 1880 
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A complete analysis of 


COLUMBIA MOTORS 
CONTINENTAL MOTORS PAIGE-DETROIT 
FORD OR CANADA REO MOTOR CARS 


Will be sent on request. The above companies’ stocks are all actively traded in 
on the Detroit Stock Exchange and represent the best 
companies in the automotive industry today 


LEE, GUSTIN @ CoO. 


Members Detroit Stock Exchange 
DIME BANK BUILDING DETROIT 
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AN OPPORTUNITY FOR 
AMERICAN INVESTORS 


4% Loan 1901 


Redeemable by annual 
drawings taking place 
August 15th of each 


year, payable on the 
15th of November fol- 
lowing in U. S. Dol- 
lars at PAR. 


Bonds of this loan can 
now be purchased at 
60% of their par 
value. 


Write for circular T-102 


HUTH & CO. 


30 Pine St., New York City 
Telephone John 6214 











Invectment in 


Convertible 
Securities 
Affords many advan- 


tages under present 
conditions. 


High yields over 
long terms may. be 
had with oppor- 
tunities of profiting 
largely through the 


conversion factors. 
Ask for Circular C-18 
Henry L. Doherty 


& Company 
Bond Department 











| 60 Wall St, New York 





future. Many machinery and equipment 
companies have lowered prices on their 
products, influenced chiefly by the lower 
price of steel. Demand is at a low point, 
and in some branches there is a noticeable 
trend toward lower manufacturing opera- 
tions. A number of the more important 
machine tool shops have closed down, and 
it is estimated that there is a six months’ 
supply of these products on hand. The 
same situation, in general, applies to many 
other lines in this industry. The rail- 
roads are making greater inquiries for 
materials, and this is a bright spot, but so 
far the business resulting has not amounted 
to a great deal. 

Electrical supplies show a_ tendency 
toward lower prices. Such products as 
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electrical conduit, outlet boxes and lock- 
nuts show a poor demand. On the other 
hand, the demand for electrical fans on 
account of hot weather has proved excep- 
tionally keen. In some of the agricultural 
regions a better demand for some electrical 
supplies is noted, but in general this trade 
is quiet. 

Production of tractors and other heavy 
machinery used for agricultural purposes 
is on the decline, and the outlook for the 
balance of the year suggest that makers 
of these machines are in for a poor sea- 
son. Agricultural machinery inventories 
held by producing companies are very 


large, and no doubt this situation will 
force lower prices so that these companies 
may obtain a more liquid financial condi- 
tion. 

It is to be doubted that the machinery 
industries, in general, will show recuper- 
ative power until the end of this year. 
The farming population is still in doubt 
as to its financial position and they are 
bound to carry out their policy of 
retrenchment for some time further. 
While some business may be expected 
from the railroads, a really satisfactory 
volume will probably not make its ap- 
pearance for some time to come. As 
to industrial consumers, their position 
as yet is too involved to permit heavy 
purchases and in fact the lower rate of 
production and curtailment of plant 
operations in general indicate that the 
need for tools and machine equipment 
must necessarily be smaller at the pres- 
ent time than if business conditions 
were much better. The conclusion is 
that these industries still have at least 
a few months of slack to face before a 
turn is effected. 





TOBACCO 











Some Branches Do Well 


The outstanding feature of the tobacco 
situation is the very large decline in cigar 
consumption. There is no doubt that the 
cigar industry is going through a drastic 
period of readjustment and that this trend 
will continue as long as business condi- 
tions, at large, remain as unfavorable as 
they are at present. 

A strange development is that the cigar- 
smoking public, which became accustomed 
to good quality cigars during the period 
of high prices and general prosperity, 
seems to be finding it difficult, even under 
present unfavorable business conditions, to 
accustom itself to the inferior brands. 
Smokers are wavering between the de- 
sire for good quality cigars and the de- 
sire to retrench. As a net result, instead 
of buying a box or two at a time, they 
now only buy two or three cigars at a 
time. Comparatively speaking, the box 
trade has fallen off to practically nothing. 

An attempt is being made to reintroduce 
the “nickel” cigar. For several years the 
“nickel” cigar has been a rarity, but now 
that earning power at large has been so 











MARKET STATISTICS 


N. Y. Times 

N.Y.Times Dow, Jones Avgs. -——50Stocks——~ 

40 Bonds 20 Indus. 20 Rails High Low Sales 
Monday, July 18........ 69.28 67.87 70.70 62.54 61.66 328,300 
Tuesday, July 19....... 69.40 68.24 71.45 63.01 62.07 309,125 
Wednesday, July 20..... 69.36 68.21 71.59 63.50 62.63 333,233 
Thursday, July 21...... 69.55 68.11 71.90 63.07 62.43 279,213 
Friday, July 22.......... 69.67 68.27 72.48 63.58 62.72 292,181 
Saturday, July 23....... 69.89 69.23 73.02 64.00 63.31 195,163 
Monday, be Me cis cts 70.05 69.80 73.09 63.92 63.05 409, 
Tuesday, July 26........ 70.26 69.20 72.93 64.54 63.62 334,635 
Wednesday, July 27.... 70.41 69.19 73.08 64.51 63.23 450,415 
Thursday, July 28...... 70.64 69.20 73.58 64.36 62.96 472,002 
Friday, Jal ero. | 68.37 73.33 64.03 62.89 408,187 
Saturday, July 30....... 7095 6886 7368 6387 6333 138826 
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TRADE TENDENCIES 

(Cantinued) 
severely cut, it is being put on the market 
again in the hope of making some sort of 
an appeal to the public. Whether the 
5-cent product will again be popular is a 
moot point, and manufacturers introduc- 
ing this product are not at all sure that 
they will be entirely successful in their 
new effort. 

In any case, it is beyond dispute that the 
cigar business in this country has 
dwindled to relatively small proportions, 
and that most of the manufacturers face a 
lean period. Companies manufacturing 
cigars or in other ways directly interested 
in the cigar business, seem bound to show 
a decline in earnings. 

Cigarette manufacturing is on a very 
large scale, and this is about the most suc- 
cessful branch of the tobacco manufactur- 
ing business. A number of former cigar 
smokers have developed the cheaper ciga- 
rette habit, and this has largely increased 
the volume of sales. Companies devoted 
principally to this end of the business are 
in excellent shape. 

The large chain store distributors are 
likewise in a good position, although they 
are somewhat affected by the slump in 
cigar consumption. However, a clever 
policy of merchandising has kept even tiis 
branch to fair proportions. Sales of cig- 


arettes, smoking tobacco and accessories * 


are on an exceedingly large scale, and per- 
haps were never equalled before in the 
history of this business. 





MOTORS 











Fairly Satisfactory Conditions 


Compared with other industries, auto- 
mobile manufacturing is making a sur- 
prisingly good record for itself during the 
summer months. While conditions do not 
compare favorably with those prevailing a 
year ago, nevertheless they are good. 

The National Automobile Chamber of 
Commerce reports that plants producing 
about 75% of the total national output 
shipped 8% more in June than in May. 
This is about 60% of total shipments June 
last year, so that it may be said that the 
average of automobile production in June 
was about 60% of June last year. Business 
during the second quarter of the year 
showed an increase of about 50% as com- 
pared with the first quarter. From 
present indications, however; conditions 
during the third quarter will not be so 
good. The fourth quarter is too far off 
yet to warrant any forecast, but it would 
not be surprising if there were a very 
sharp falling off during that period. 

While conditions in the automobile in- 
dustry are better than expected, it is un- 
likely (except for one or two such com- 
panies as Studebaker and the miraculous 
Ford) that earnings this year will come 
anywhere near to equalling those of last 
year. The price cuts have been severe and, 
while the cost of production is lower, it 
has not declined in proportion to the de- 
cline in price of the finished product. Ad- 
ditionally, the number of cars sold will 
show a considerable falling off, so that the 
combination of these two influences will 
undoubtedly result in some pretty poor 
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WE DEAL IN 


United States Treasury 
544% Certificates 
Due March 15, 1922 
54% Certificates 
Due August 1, 1922 
and 
All Other Maturities of 
United States Treasury 
Certificates 





" DISCOUNT HOUSE 


OF 
SALOMON BROS. & HUTZLER 


MEMBERS NEW YORK STOCK EXCHANGE 


27 PINE STREET 
NEW YORK 
TRLEPHONE—BOWLING GREEN 3050 


PHILADELPHIA BOSTON 
































An Assured Income 


This may be secured by saving regularly and investing 
each $100 in First Mortgage Participation Certificates 
offered by this Company to net-6% per annum. 


Write for descriptive illustrated circular M-I2. 


United States Mortgage & Trust Company 


55 CEDAR STREET, NEW YORK 


Branches 
BROADWAY MADISON AVENUE 125th STREET 
at 73d St. at 75th Street at 8th Ave. 


General Banking and Trust Business 
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WHY? 


Why is it easier to make 
money than to keep it? 
Why do so many make 


unfortunate investments? 


Why do great numbers of 
people fail to distinguish 
between sound and un- 
sound securities? 


Our booklet, “Common 
Sense in Investing Money’, 
tells why. Write for it to- 
day. Ask for 


BOOKLET [I%713 


S.W. STRAUS & CO. 


INCORPORATED + ESTABLISHED 1882 


Straus Building, New York 
Straus Building, Chicago 
Offices in Fifteen Principal Cities 
39 years without loss 
to any investor 


Copyright 1921, by S. W. Straus & Co. 


ARM nesisess 


What’s the Use? 


You save faithfully—as much as you 
can—each week and month. All sen- 
sible people do. But unless you put 
these savings to work for you, make 
them earn as much as they pos- 
sibly can—with safety—what’s the 
use? 


Forman Farm Mortgage Invest- 
ments, paying 7%, fully tested and 
secured, are the ideal income factory 
for savings. They make high income 
and make it surely. There are no 
dividends to be omitted. Interest has 
been paid without interruption for 36 
years. 

Our Monthly Payment Plan is the 
guide for savings investments. If 
you can’t save all you want to, it 
will help you to save more—with the 
7% interest as you save. 


Let us send you our booklet explain- 
ing this easy saving plan. Ask for 
Circular M-3 


36 _Yeors Without dass ToA Customer 


qccrse M. Forman 
é. Com 


105 W. MonroeSt. 





TRADE TENDENCIES 
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earnings statements when the end of the 
year is at hand. 

From a fundamental viewpoint, however, 
the position of the automobile industry is 
attractive. While depression affects to 
some extent the power of the public to 
buy new cars, it has been demonstrated 
this year that people will buy cars if the 
price is right. The automobile is no longer 
a luxury, and those who have once owned 
cars will not willingly do without them. 
The price of the automobile today has been 


’ brought down to a reasonable level, and 


with the lower cost of operation, the 
pleasure car makes a very strong appeal 
even to those in moderate circumstances. 
It is a safe assertion that if the auto- 
mobile industry can continue to make 
as good a showing as it is making under 
present unfavorable circumstances, it 
will do very well indeed when business 
conditions revert to normal. There is 


‘no doubt as to the integrity of the posi- 


tion of most of the leading makers. 





SOME FIREWORKS 
(Continued from page 457) 








25th, when the Guide was first pub- 
lished: “Our readers can fairly be re- 
minded that a speculative bond may 
be subject to as violent price fluctua- 
tions, in the long run, as a speculative 
stock.” 


Future of the Bond Market 


Looking at the situation from all 
angles, it is interesting to forecast, in 
a broad way, the varicus influences 
likely to affect the bond market, either 
for better or for worse, in the weeks 
to come. The railroad group, of course, 
will develop in the same proportion 
that railroad credit is restored; which 
means that, before railroad bonds can 
respond properly to any stabilization 
of business, the exceedingly involved 
financial position of the roads must first 
be remedied. Public interest in restor- 
ing railroad credit has been aroused by 
the vigorous handling of the rail ques- 
tion in Washington, crystallizing in one 
of the most forceful campaigns to re- 
build the country’s greatest industry 
that has ever been undertaken; and the 
roads themselves have attacked the 
problem of “earning by economizing” 
in a spirit that promises results. 

Looking past the problems of indi- 
vidual roads, which need only be con- 
sidered in the selection of individual 
bonds, daylight is at least visible, 
though the time when high-grade rail- 
road bonds will sell to yield 4% may still 
be pretty far off. 

Public utility bonds have the advan- 
tages, frequently rehearsed in these 
columns, common to securities in any 
corporate group of comparatively stable 
earning power. Wise selections in this 
field may be made on the theory that 
yields will decline. in inverse ratio to 
increased value of the dollar. The best 
bonds in this group can be linked up 
closely with the broad economic trend. 


With prices for materials and supplies 
heavily reduced, and labor costs trend- 
ing downward, the future of high-grade 
public utility bond prices appears quite 
certain. 

Present plans call for a very important 
addition to THe Macazine or WALL 
Street consisting of enlargements to the 
present Publicity Department. Every ef- 
fort will be made to provide authoritative 
and unbiased information on Public Utility 
bonds in this department which, it is hoped, 
will prove a valuable service to investors. 

It is in industrial bonds that the chief 
uncertainties lie. The realignment of 
business has already altered the stand- 
ing of a great many very large concerns 
and it would not be conservative to 
expect this realignment to end abruptly, 
or in the near future. Bonds in this 
group should be purchased only after 
investigation, just as any bonds should 
be purchased; but the investigation 
here may well be conducted with par- 
ticular care. 





COMMON SENSE IN SPECULATION 
(Contiued from page 487) 








parent profit possibilities in stocks 
about which he knows nothing, the 
‘chances are that eventually he will lose 
a good part of his original capital. 


Where the Surplus Should Go 


A practical thing would be to place 
the surplus of $5,000 in Treasury certi- 
ficates or some such highly liquid se- 
curity during the time the surplus is 
not being used. It is hardly advisable 
to keep such a large amount on de- 
posit with brokers who pay interest of 
only 2% on balances, when instead 
53%4-6% can be secured by purchasing 
readily sold securities like Treasury 
certificates and acceptances. Then in 
case the surplus is required, the certifi- 
cates or acceptances can be sold and 
the proceeds at once deposited with the 
broker. 

It is obvious that the method de- 
scribed above which is applied to the 
use of a speculative fund of $10,000 
can be applied equally to sums larger 
or smaller. The main point is that 
some sort of system is required in 
speculative ventures and that without 
some such system, the speculator is like 
a ship without a rudder, at the mercy 
of every wind that blows. What the 
speculator needs is an anchor that will 
hold him fast. He must keep his eye 
on a definite goal and that goal should 
be a certain annual percentage of profit 
on his total investment. If seven ven- 
tures out of ten are successful and if he 
has cut his losses short on the three 
which are not successful, the net results 
will be satisfactory. 

In the attached table, there is an 
actual illustration of how a $10,000 
fund was handled during the month of 
June, 1921. It will be seen that the 
results were fairly successful, although 
in comparison with the profits that 
could have been made, they are not 
extraordinary. Still they were good 
enough to show that system in specu- 
lation pays and pays well. 
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only U. S. information, and therefore, 
on account of the high exchange, fails 
to be interesting.—H. 

We wish to thank you for your letter 
and to state that whenever events 
transpire in Canada which we consider 
to be of general interest to investors, 
we endeavor to make complete refer- 
ence to same in our publication. 
Possibly, we have not covered this field 
as fully as we should have done in the 
recent past, and we thank you for call- 
ing this possibility to our attention.— 
Editor. 








EFFECT OF SECTION 15-A 

Editor, THe MAGAZINE oF WALL STREET. 

Sir:—I have been a subscriber to your 
magazine for many years. In the late 
issue I note with interest the contribu- 
tion of Mr. Arthur J. Neumark, on the 
Union Pacific R. R. In regard to the 
earnings, may I ask what effect Sec- 
tion 15-A of the Transportation Act 
would have on a road such as the Union 
Pacific, which was successful in earning 
beyond 6 per cent? As you are aware, 
paragraph six of section referred to 
provides that net railway operation in- 
come beyond 6 per cent must be di- 
vided 50—50; one-half being placed in 
a contingent fund with the Interstate 
Commerce Commission. 





The possibilities of any roads earning 
in excess of 6 per cent on the invested 
capital for some time to come seems 
very remote. So far as Union Pacific 
is concerned, the balance sheet as of 
December 31st, 1920, showed the road’s 
investment in property to be approxi- 
mately $710,000,000, which valuation, we 
believe, will be fully sustained by the 
Interstate Commerce Commission. A 
6% return on this investment would 
give the road approximately $42,500,000 
as net earnings which, after all charges, 
would amount to about $15 a share on 
the common stock. In other words, 
Union Pacific would be entitled to keep 
all earnings up to $15 a share on th: 
common stock, and to divide any ex- 
cess over that amount with the Govern- 
ment. Thus, Union Pacific could con- 
tinue to maintain the present rate of 
dividends and put about $11,000,000 per 
annum back into the property before it 
would have to worry about dividing 
earnings with the Government.—Editor. 





THAT COAL SHORTAGE 

Editor, Tat Macazine or WALL STREET. 

Sir:—One of yesterday’s papers car- 
ried an article predicting a serious coal 
shortage, both local and general, and a 
marked advance in price though coal, 
for domestic purposes at least, is sky- 
high with us now and has been ad- 
vanced every month for some time past. 
The explanation given is as follows— 
and it has been given before: Coal 
orders are much smaller than they are 
normally at this time of year, (Is that 
why the price is rising?) The result 
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IN FOREIGN CURRENCIES 








will be accepted by the American Express Company 


for encashment or collection. 





Banks, Investment Dealers and Institutions are invited 
to forward coupons to our Coupon Division. We will 
attend to the details of the United States and Foreign 
Government Income Tax Certificates and insure you 


The American Express 


System covers every financial Capital in the world. 


against all complications. 


AMERICAN EXPRESS COMPANY 
65 BROADWAY~ NEW YORK 
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A remarkable booklet explaining 
in a simple and interesting way 
the many varied phases of for- 
eign exchange. 

Much information will be 
gleaned from this pocket size 
booklet which will be of aid to 
present holders of foreign se- 
curities as well as prospective 
purchasers. 

The fourth (revised) edition is 
now ready and a limited number 


will be sent gratis to those in- 


q 
Ws H.McKenna & Co. 


25 Broadway, New York. 


BOWLING GREEN _ 3978 


@ 


Foreign 
Exchange 
Explained 


Call, telephone or write. 
Ask for booklet MX-23. 
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The Rails 


Railroad securities are 
showing the trend of 
business. 


OUR MONTHLY 
RAILROAD BULLETIN 


—which is sent free on 
request— gives earn- 
ings and other statis- 
tics that will help you 
in selecting the best 
stocks for investment 
or speculation. 


We are fully equipped 
to execute your orders 
in odd lots or full lots 
of listed or recognized 
securities. We _ will 
carry your account on 
our Partial Payment 
Plan or on conservative 
margin. 


Write for particulars 


James M. Leopold & Co. 


Members New York Stock Exchange 
7 Wall Street New York 





LN ye 


YANKEE 
FACTORIES 


Fortunes were made after 
the Civil War by buying fac- 
tories cheap during the recon- 
struction period and then op- 
erating them in a rising mar- 
ket. A similar opportunity 
exists today. 

Long experience with stocks 
of cotablished New England 
industries has brought us in 
touch with factories that are 
now for sale or need working 
capital. 

These properties cover the 
manufacture of woolen goods, 
cotton goods, cotton waste, 
felt hats, fine glass, jewelry, 
spark plugs, chemicals, scal 
wool scouring, rubberiz 
cloth, rubber heels, many types 
of machinery and shoes. 

We invite correspondence 
from those desiring either to 
buy or sell factories in New 
England 


Earnest E. Smith, Inc. 


Specialists in New England Securities 
52 Devonshire Street 
Boston 








is that with smaller orders the mines 
have been working part time only. With 
the avalanche of demands for coal ex- 
pected this fall it is predicted that the 
mines and railroads will not be able to 
fill the needs! 

You have had some illuminating 
articles on the coal business in the past; 
I wish you would give us the true in- 
wardness of this. Why are not the 
mines working if an avalanche of de- 
mands is so confidently looked for? 
Manufacturers and merchants who an- 
ticipate a heavy demand for certain 
lines of goods about Christmas time 
do not wait till Christmas to begin 
making and distributing them. Coal 
operators must know at least what the 
minimum demand for their product will 
be, since, however dull the state of busi- 
ness, people do not propose to freeze 
in homes, stores, offices, schools or 
theatres. 

We are told in behalf of the miners 
that wages have to be high because 
of the irregularity of employment. We 
are told in behalf of the railroads that 
congestion occurs because of irregu- 
larity in shipment, and in behalf of the 
mines that they can work only part 
time, even when they have orders, for 
lack of cars. We are told that the war 
exhausted the reserve stocks above 
ground. And now we are told that the 
operators, poor things, cannot get out 
any coal because, though an avalanche 
of orders is expected within six months, 
there are few orders now! Has the 
coal business no brains, or does it think 
that the public has none? Year after 
year they tell us solemnly that they 
have shut down for lack of orders, just 
as though their product were a luxury 
or a specialty for style. How badly 


-would they be stung if they mined next 


winter’s coal now? 


The coal industry seems to be af- 
flicted with a large body of propagan- 
dists who seek to disseminate inform- 
ation calculated to benefit their own 
special interests and sometimes on a 
basis far removed from the actual state 
of facts. The situation in the coal in- 
dustry is simply this: There is a large 
supply of coal above the ground and in 
the hands of consumers of different 
sorts which, together with current pro- 
duction, makes a famine practically an 
impossible thing. In other words, the 
statistical position of the commodity is 
not particularly favorable to producers, 
despite the efforts of certain interests 
connected with the trade to persuade 
us that we are in imminent danger of 
a coal famine. 

The fact is, that in the hard coal 
trade, the monthly advance in prices is 
unjustified on the ground of any real 
scarcity. Production has been main- 
tained at a high level and orders—as 
stated in the above—are not very large. 
On that basis, there appears no excuse 
for the high level of prices now being 
maintained. 

In the soft coal industry, conditions 
are different, the natural law of supply 
and demand having efficiently taken 
care of the matter of prices. Broadly, 
prices of soft coal are now being left 


to shift for themselves; in the hard 
coal industry, however, there seems to 
be more of an artificial restraint on 
prices. Last year we heard the same 
story about a famine in soft coal, al- 
though these columns pointed out the 
truth long before the coal interests 
themselves confessed that there was no 
basis for their cry of famine. The 
same thing will happen in hard coal, 
especially if we have a moderate winter. 

That prices will stay at their present 
inordinately high level is too absurd 
an hypothesis to be entertained for any 
length of time. We are inclined to 
agree with you that, as propagandists, 
some of the hard coal operators have 
no equal.—Editor. 
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what of a surprise to the writer that the 
directors did not distribute some of the 
funds received from the company’s Amer- 
ican Railway Express holdings. In this 
respect the company is probably pursuing 
a course of conservatism, as foreign trade 
has materially fallen off over the past 
few months and undoubtedly operations in 
the foreign exchange end of the business 
have been, to some extent, curtailed. 
However, if the company’s bond business 
becomes the success it is likely to become, 
and with American Railway Express now 
on a definitely established 6% dividend 
basis, the present 8% dividend seems per- 
fectly safe and the prospect for an in- 
crease in dividend disbursements (proba- 
bly to 12%) seems reasonably assured as 
conditions return to normal. In addition, 
any favorable developments in American 
Railway Express Company will be directly 
reflected in the market price of American 
Express stock. 

No recent balance sheet is available, but 
at December 31, 1919, American Express 
stock had a book value of over $135 per 
share. At the present price of 114 the 
yield on this stock is over 7%. It ap- 
pears to be a safe investment with unusual 
possibilities for market appreciation. 


Wells Fargo & Co. 


Wells Fargo & Company is dormant at 
the present time. Its only income is de- 
rived from investments, including 104,667 
shares of American Railway Express. The 
company has definitely announced that it 
has no intention of again resuming the 
conduct of the express business and it is 
the plan of the directors to eventually 
liquidate the company. 

The assets of Wells Fargo & Company 
are composed of the following: 


Stocks and Bonds (market value Dec. 
31, 1920) $10,031,354 


798,354 
(book value) 


3,000,000 
Stock, Amer. Railway Exp. Co. (par 
value) 10,466,700 


Cash and miscellaneous 271,555 


Stock, Wells Fargo Nevada Bank 


$24,567,963 
665,263 


$23,902,700 


As the company has $23,967,400 out- 
standing capital stock the value as shown 
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$100 per share. Excluding the American 
Railway Express stock these assets amount 
to $13,436,000 or $56 per share and each 
outstanding share would have an interest 
in approximately .436 of a share of Amer- 
ican Railway Express stock. 

The net income for 1920 from dividends, 
interest and rents, after deducting all ex- 
penses, amounted to $453,041, or nearly $2 
per share outstanding. This, of course, 
did not include any income from the 
American Railway stock which at its pres- 
ent rate of 6% amounts to $628,002 on 
Wells Fargo holdings, or $2.62 per share. 

The company has given out an income 
account for the first four months of 1921 
(which includes the $3.50 A. R. E. divi- 
dend paid in April amounting to $366,344) 
showing net income, after expenses and 
taxes, of $601,889, as against $79,248 for 
the same four months of 1920. 

Out of these current earnings Wells 
Fargo paid, on June 20, 1921, a dividend 
of $2.50 per share on its capital stock. 
This is the first disbursement that has 
been made since July 20, 1918, when $1.50 
was paid. This recent action of the di- 
rectors indicates their willingness, and the 
ability of the company, to distribute any 
available funds received to the s tock- 
holders. Expenses have been materially 
cut down, amounting (including settlement 


of claims, etc.) to $71,225 for the first . 


four months of 1921, as compared with 
$197,416 for the same period of 1920. On 
this basis the company’s income would 
amount to over $5 per share per annum 
and it is reasonable to presume that the 
$2.50 dividend paid June 20 will be con- 
tinued semi-annually or $1.25 quarterly. 

At its present price of 54, Wells 
Fargo is selling at less than the liqui- 
dating value of its holdings other than 
American Railway Express. As prac- 
tically all of its investments are in 
sound securities, readily marketable, 
any improvement in general market 
conditions will increase this value. The 
company will probably not attempt the 
sale of its investments until better 
market conditions prevail, but in the 
meanwhile, provided the expected 5% 
is paid on the stock, an investor at pres- 
ent levels would receive a yield of over 
9% and in addition the possibility of a 
market appreciation of from 20 to 40 
points is apparent. 


Adams Express Co. 


Adams Express Company is likewise not 
actually engaged in any active business at 
the present time and will probably be liqui- 
dated eventually. The outstanding capi- 
talization consists of $8,997,500 collateral 
trust 4s of 1947, $7,297,000 collateral trust 
4s of 1948 and $10,000,000 capital stock. 

Space in this article will not permit a 
detailed analysis of these bond issues but 
it is sufficient to say that they are both 
direct obligations of the company, specif- 
ically secured by pledge with the respec- 
tive trustees of certain marketable securi- 
ties. Although at the present time the 
value of the pledged collateral does not 
quite come up to the outstanding amount 
of the bonds, the equity as shown by the 
company’s balance sheet as of December 
31, 1920, is about 150% of the bonded 
debt. The company’s income from the 
119,043 shares of American Railway Ex- 
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by the foregoing figures amounts to about 





All the advantages of cash 

—but none of its disadvantages 

KN&K_ 
TRAVELERS CHECKS 


are an improvement on cash 





They combine the advantages of identification, convenience 
and safety. Cash possesses only the one advantage—con- 
venience. 

IDENTIFICATION—Your countersignature placed on a 
K. N. & K. Travelers Check when you cash it identifies you 
wherever you may be. 

CONVENIENCE—Banks, shops, hotels, railroad and steam- 
ship lines accept K. N. & K. Travelers Checks. 
SAFETY—K. N. & K. Travelers Checks are safe because 
they cannot be used until countersigned by the original 
owner. Their value may be replaced if lost through fire, 
theft or negligence. 

Your own bank is probably one of the thousands which sell 
K. N. & K. Travelers Checks and Letters of Credit. 


Write for information 


excuance KnauthNachod & Kuhne 


INVESTMENT 
SECURITIES EQUITABLE BUILDING, NEW YORK 
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BETHLEHEM STEEL 


BALANCE SHEET DEC. 31, 1920, COMPARED WITH 
DEC. 31, 1914. 


Per Share of 
Common Stock. 
Plant, etc. (net) increased $189,508.000 $316.57 


Inventories 62,078,000 103.53 
Other Current 
Assets (net) as 3,310,000 5.69 





$254,896,000 $425.79 


These additional assets have been derived as 
follows: 


Capital Stock Increased . . $ 75,000,000 $125.29 
all .. 108,426,000 181.13 

= a 5,202,000 8.68 
SURPLUS - ee 66,268,000 110.69 





$254,896,000 $425.79 
A similar and amplified analysis of fourteen repre 
sentative companies is given in our current circular 


“Tracing Industrial Cor. rporation Profits, 
1914-1920. 


A copy. will be mailed on request for MW 17. 


NEWBURGER: HENDERSON & LOEB 


MEMBERS OF NEW YORK & PHILA. STOCK EXCHANGES 
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'. What Is 
~~ YOUR 
Life Worth? 


Not alone to you—but to your wife 
and loved ones—to your business and your 
associates? Priceless! And yet are you 
giving it the attention you give your busi- 
ness or even your car—inanimate things, 
that should you lose them, time and money 
could replace? 


To the preservation and operation of 
your business you give your best care and 
talent, calling in expert assistance when 
needed. Your car gets ample time and at- 
tention and frequently goes to mechanical 
experts for inspection. “Necessary,” you 
say, “If my business is to give me the best 
returns or my car afford me the greatest 
possible pleasure and service.” 


Quite true! But why not apply the 
same common sense plan to your greatest 
poss all—your health—the gauge of life 
itse 


Knowledge Safeguards You 


Seven men out of every ten die of conditions 
that might have been avoided had they been 
known in time. What assurance have YOU 
that you may not be one of them at any 
time? To know your physical condition is 
to be prepared. 


The Test That Never Fails 


Your kidneys tell an interesting story of 
your bodily condition because the blood of 
the entire body must pass through them 
every seven minutes. Our plan keeps be- 
fore you at all times this story that the kid- 
neys tell and enables you to take the neces- 
sary steps to preserve vitality and health. 
Yet, to be free of worry and uncertainty re- 
arding your physical condition takes but 
‘our minutes of your time a year. 


Leading Men and 
Business Organizations 
Use This Service 


Because the man who is a real doer and 
leader must be physically fit to meet the 
big-demands made upon him, this plan that 
we want to tell you about, has been used 
by the following firms, officials or em- 
ployees, as well as thousands of others for 
many years: 


Armoar & Co. F. W. Woolworth & Co. 
Ford Meter Co, Sears, Roebuck & Co. 
Liggett & Myers Tob. Co. Willys-Overland Co. 

Standard Oil Co. Wa. Wrigley, Ir. Co. 


Get Our Free Booklet 


“Why People Die Too 
Young” is an inter- 
esting little booklet 
full of vitally impor- 
tant facts that you 
should know. It tells 
you how for less 
than 5 cents a day 
you can keep your 
physical and mental 
machinery in the best 
possible working con- 
dition and possibly 
add many years to 
your life. d for 
this booklet today. 
It places you under 
no obligation. 











Republican Bidg., Chicago 
You may sent me without obligation, your 

y a Die Too Young,” to- 
Fay with your four minutes a year plan 
or better health and longer life. 





eee eee eee eee ee eee eee eee eee eee ee es 








press stock owned, on the present 6% ba- 
sis, alone amounts to $714,258, or consid- 
erably more than sufficient to pay interest 
charges on the bonds. No recent income 
account is available but a statement cov- 
ering the period from July 1, 1918, to 
April 10, 1919, showed total income of 
$1,275,949, against interest on funded debt 
of $530,678. These figures did not, of 
course, include any income from American 
Railway Express. 

The 4s of 1948 are listed on the New 
York Stock Exchange, where they are 
selling at about 60; and the 4s of 1947 
are quoted in the outside market in the 
neighborhood of 55. Either issue is en- 
titled to a good investment rating, the 
1948 issue being slightly preferred by in- 
vestors owing to its better marketability 
and the slightly greater market value of 
the pledged collateral. 

Adams Express stock is not paying divi- 
dends and the company has announced 
that it does not contemplate placing the 
stock on a dividend basis at the present 
time. Nevertheless, the possibilities of the 
stock for a long pull are not to be over- 
looked. The dividend on American 
Railway Express owned alone amounts 
to over $7 per share of Adams stock 
outstanding, and, as has been shown, 
income from other investments is sub- 
stantially more than sufficient to take 
care of bond interest. The balance 
sheet dated December 31, 1920, which 
carried investments at market values 
(except A. R. E. which was carried at 
par), showed net tangible assets ap- 
plicable to the capital stock of $7,- 
873,208, or more than $78 per share 
outstanding. 

Adams Express will probably not again 
enter active business and when the affairs 
of the company are finally wound up the 
stock will undoubtedly receive very much 
more than its present market value of 
about 41. 





‘TWENTY-FOUR BABY BONDS 
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sued are to be pledged as security for the 
first and refunding. 

These bonds can be purchased at a price 
to yield about 8%. 


Railroads 


The outlook for rails is encouraging. 
Numerous factors point toward a period 
of betterment. Idle cars are decreasing 
in number. Loadings are heavier. Traffic 
shows more than the usual seasonal im- 
provement. The cut of 12% in wages 
has been accepted by practically all the 
workers. In some circles this cut was a 
disappointment, It was thought the whole 
of the 20% advance granted last summer 
should be abrogated. However, the 12% 
cut will be a substantial relief. The earn- 
ings for this month, which is the first 
under the new reduction, should give an 
idea as to the future prospects. If re- 
turns come in as good as expected, they 
may well cause an up-turn in railroad 
shares. 

Out of the great number of railroad 
bonds available in $100 form, it calls for 
careful discrimination to select six which 
are adaptable for the more conservative in- 
vestor. The writer suggests: 
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“SATELLITE” STAND 


The “Satellite” Typewriter Stand creates 
efficiency automatically. Being adjust- 
able as to height typists rom upon a 
keyboard exactly suited to them, thus 
doing more work with less fatigue 
throughout the day. 
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Chicago North Shore and Milwaukee 
15-year 7s, Series “B” are secured by 
deposit of the company’s first mortgage 
5s in the ratio of not less than $142.857 
par value or in lieu of 5% bonds, all or 
any part thereof, first mortgage 6s in the 
ratio of not less than $127.033 par value 
of bonds pledged for each $100 of notes 
outstanding. A $100 bond of this issue 
can be bought at about 89% to yield 
8.20%. 

Great Northern General Mortgage 7s, 
Series “A” were issued in June, 1921, 
and are due July 1, 1936. They are se- 
cured by bonds of both the Great Northern 
and Northern Pacific Railroads besides 
stock of the Chicago, Burlington and 
Quincy Railroad. These notes are adapta- 
ble for the most conservative purposes and 
offer a yield at the present price of 98% 
about 7.20%. 

Chicago, Milwaukee and St. Paul con- 
vertible 5s, due January 1, 2014, stand 
out as a good long term purchase at this 
time, These bonds are convertible into 
common stock up until February 1, 1926. 
They are equally secured, with three other 
yond issues of the road, by a mortgage 
on 9,747.03 miles of road. At the present 
price of about 65 they yield approximately 
7.70%. 

St. Louis-San Francisco prior lien 4s 
Series “A” due July 1, 1950, are secured 
upon the entire property of the company, 
railroad, equipment, appurtenances, etc., 
and on all property hereafter acquired. 
The market price at present is 614%, which 
gives them a yield of about 7.20%. 

Northern Pacific prior lien 4s due 
January 1, 1997, are secured by direct 
or collateral lien on 5,482.39 miles of road, 
$643,750 of securities and on 5,800,000 acres 
of land grants. A sinking fund operates 
by retiring $500,000 annually by purchase 
of bonds at not over 110. At the price of 
74 these yield better than 6%. 

New York Central convertible deben- 
ture 6s due May Ist, 1935, can be pur- 
chased at. the present time at about 90% 
to yield 7.10%. The feature of this bond 
is that it is callable at 110 and interest 
on any interest date. They can be con- 
verted into stock any time until May, 1925. 
The bonds are a direct obligation of the 
company. 


Industrials 


The industrials baby bonds, the writer 
would suggest, have been carefully selected 
from a large list as being especially at- 
tractive and carrying with them all the 
elements of safety. You will note the 
issues are spread over six branches of 
the industrial world, namely, steel, oil, 
rubber, tobacco, powder and electricity. 

Kelly-Springfield Tire Co. 10-year 8s 
due May 15, 1931, represent the company’s 
only funded debt. Redeemable at 110 and 
interest. At 95, today’s price, they yield 
about 8.75%. 

Bethlehem Steel Co. first liengand re- 
funding 5s due May 1, 1942, are secured 
by pledge of 1,483,660 shares of stock. 
At the present price of 82 they yield about 
6.60%. 

General Electric debenture 344% due 
Aug. 1, 1942, afford the small investor an 
excellent opportunity. They are subject 
to call at 105 and interest. The price is 
bout 69 which gives a yield of about 6.30%. 

Liggett & Myers tobacco gold 5s ma- 
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HE man who buys a 

Kelly-Springfield tire 
simply because it is the 
highest-priced tire has a 
very silly reason for doing a 
very sensible thing. There 
is nothing snobbish about a 
Kelly. Figured on a cost-per- 
mile basis it is actually the- 
cheapest tire you can buy. 
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about record-keeping short cuts, so when- 
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perts are at your service without cost. 
Send today for 144 Page Free Book 
John C. Moore Corporation 
1191 Stone Street Rochester, N. Y. 


Manufacturers of Loose Leaf and Bound 
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turing Aug. 1, 1951, stand out among the 
tobacco bonds. Although they are not 
secured by mortgage or collateral, the trust 
indenture imposes a charge in favor of the 
trustee upon all its property and present 
and future net income, earnings and profits. 
They yield at the present, price of 85 about 
6%. 
Standard Oil of New York debenture 
7s due 1925 to 1931, are redeemable on 
any interest date on and after Jan. 2, 1925, 
at 105 and interest. They are a direct 
obligation of the company. At the present 
price of 101 they yield about 6.60%. If 
they are called by 1925 the yield would be 
greater. 

E. I. du Pont de Nemours and Co. 
10-year 734% gold bonds due May 1, 
1931, are redeemable any time at 110 and 
interest prior to May 1, 1922. The re- 
demption price thereafter decreasing 1% 
each succeeding year, At the market price 
the yield is about 7.95%. 
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3 Guideposts of Finance 


Before investing you should have at least 
she following three books: 
Municipal and Corporation Bonds 
Explains the many classes and types of 
bonds, their good and bad features, etc. 
Price $1.25 
Stocks and Their Market Places 
Revised by Percy N. Brown, of 
Hornblower & Weeks 
Explains in simple language everything 
essential to a knowledge of stocks an 
stock trading. Price $1.25 
Money and Investments 
Revised, 1921, by Percy N. Brown 
Makes plain the distinction between 
various classes of stocks bonds and 
notes, and gives a clear explanation of all 
financial terms and Pa, Used in 
college courses. Price $3.00 
Th will hel ou in your investments 
pa will corve Yee reference books of 
finance. 
Pin your check to this and mail—NOW. 
Money-back guarantee. 


Financial Publishing Co. 
“Service Books of Finance” 
Controlling the 

Montgomery Rollins Publications 
17 Joy Street Boston, Mass. 














railway load of 102,000 horsepower; a 
cement making load of 23,000 horsepower ; 
a manufacturing load of 180,000 horse- 
power ; motion picture load of 3,000 horse- 
power; refrigerating load of 7,000 horse- 
power; and a copking and heating load of 
30,000 horsepower, making a total con- 
nected load of 755,000 horsepower. The 
highest simultaneous demand on the gen- 
erating plants to serve all this business is 
but 316,000 horsepower. 


Public Utilities No Longer Speculative 


State regulation has taken public utility 
securities out of the speculation class. 
These securities may only be issued by 
order of the State Railroad Commission 
for actual investment in new property. 
This has caused cautious investors to rank 
Edison securities with those of absolute 
safety and conservatism. Upon this basis, 
the officers of the Southern California Ed- 
ison Company are working out their fin- 
ancial problems. 

Viewing it from the standpoint of the 
earliest date, the Edison Company can be 
said to have originated with the Rediands 
Electric Light & Power Company, which 
started in business in 1892, but it has al- 
ways been considered that its inception 
was with the West Side Lighting Com- 
pany in 1895. From this small beginning, 
which represented in the instance of the 
Redlands project the first practical at- 


“tempt at hydro-electric generating, and in 


the West Side Lighting Company, the es- 
tablishment of the electrical market, de- 
mands for the service having grown 
steadily and consistently; step by step; 
installation by installation; bungalow by 
bungalow; factory by factory; ranch by 
ranch, as motor reclaimed the desert until 
the physical properties of the company 
have reached vast proportions. 

“If all the great manufacturers of elec- 
tric material and supplies should abandon 
all of their other customers and accept 
an order to duplicate the Edison proper- 
ties,” said a representative of one of these 
concerns to the writer, “it would take 
them from eight to ten years to complete 
the job.” If the rights of way, many of 
which the Edison Company originally 


purchased through pastures which are 
now cities, towns and residential districts, 
had to be bought over again, the price 
would run into millions of dollars. 

The human equation which enters into 
the success of every permanent organi- 
zation is its man power. It is this that 
the Southern California Edison Company 
regards as one of its greatest assets. 
About 75 per. cent of its permanent em- 
ployees are partner stockholders in the 
company by the purchase of common 
stock on a very liberal plan of deferred 
payments. The company now has over 
5,200 employees on its payroll. 


Summary of Operations 

Summarizing the accomplishments of 
the last year, it is pointed out that the 
Southern California Edison Company has 
practically planted another city of 200,000 
population within our own boundaries. 
The unthinking person imagines that the 
public service company can jump in in- 
stantly and fill all requirements created 
by the unprecedented growth. At this 
juncture it is well to remember that the 
consumption in utilities, and therefore the 
demand on the public service agencies, is 
increasing in a much greater ratio than 
the ratio of increase gf population. Dur- 
ing the first four months of 1921, new 
power contracts were signed for 1,671 
firms, for supplying power amounting to 
26,167 horsepower. This compares with 
1,607 contracts in the same period of last 
year and for 25,112 horsepower. 

By the end of the year we will have 
completed and put into production new 
water power plants with an installed ca- 
pacity of 92,000 horsepower. This in- 
crease in plant capacity is about 30 per 
cent of the total plant capacity in 1920. 
The increasing demand for power has 
made necessary this high percentage of 
increase of production. 

The preliminary plans for the enormous 
development on the Colorado River are 
now under active investigation by the 
Federal Power Commission, the Depart- 
ment of Interior and this company, look- 
ing to the formation of a definite pro- 
gram of construction on that stream. 
The Colorado River project will yield, 
when finally completed, 2,500,000 horse- 
power and the cost will include transmis- 
sion and distribution and contemplates 
selling partly at wholesale and partly at 
retail. A very large part of this power 
will be available in California, and, in 
addition, for the local requirements of 
the territory closely adjacent to the Colo- 
rado River. The transmission lines are 
expected ultimately to enter seven of the 
southwestern states. Great benefits in 
addition to these directly resulting from 
the sale of power will accrue from the 
development of the Colorado River. The 
project will make possible the irrigation 
of an additional 3,000,000 acres of land 
adjacent to the river. The project will 
bring th@ river under control and thereby 
avoid the flood damage which at present 
occurs along the lower Colorado River 
when the river, in the season flood, over- 
runs its channels. A solution of the silt 
and levees will also be effected. Consider- 
ing the combined undeveloped water power 
on the San Joaquin and Colorado rivers, 
there is available to the Edison Company 
approximately 3,500,000 horsepower for 
the future load of the market it serves. 
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Growth as measured by the past ten or 
fifteen years indicates an 11 per cent an- 
nual accumulative increase. At this rate 
power demands may be expected to 
double every seven or eight years. Such 
a rate of growth will mean a requirement 
of 1,200,000 horsepower in 1935 in South- 
ern California alone. The electrification 
of railroads will accelerate this growth 
and the other states will require large 
amounts of power, so it is highly probable 
that the entire 3,500,000 horsepower will 
be in production and will be absorbed by 
the operating load within the next twenty 
years, 

These are the dominating features of 
the developing and marketing projects of 
the Southern California Edison Company 
which justify it in providing for the re- 
quirements of the great southwest and 
the demands of a large and wealthy pop- 
ulation within the period for which its 
officers and financiers and engineers have 
projected its construction and develop- 
ment program. 





Improvement in Foreign 
Conditions 
Mechanics and Metals National Bank Sees 
Gradual Change 


In its current review of business con- 
ditions, the Mechanics & Metals National 
Bank (N. Y.) says, in part: 

That social and economic conditions in 
Europe are gradually being improved is 
shown in many ways, and returning trav- 
elers testify that conditions abroad are 
brighter than at any time since the end- 
ing of the war’s hostilities, now nearly 
three years ago. To be sure, the room 
for improvement is great; the war’s leg- 
acy of industrial upheaval and commer- 
cial chaos, of currency inflation and dis- 
ordered exchanges, of tax burdens and 
government deficits, has left room for eco- 
nomic improvement that will require years 
and even generations to bring about. 
President Harding said of America in 
his address to the Senate of July 12 that 
from the time of his inaugural he had 
been “contemplating conditions that would 
stagger all of us were it not for’ our 
faith.” That applies with greater force to 
Europe than it does even to our own 
country, and the fact that tangible pro- 
gress is being made at all is a testimonial 
to the courage and ability of the leader- 
ship that is being provided. 

France, Belgium and Italy are men- 
tioned favorably in spite of the handicaps 
which they have to overcome; Germany is 
particularly mentioned for the progress 
that is being made. Germany is taking 
an increasingly important place in the 
course of events, and expert observers 
here and abroad agree that the ramifica- 
tions of her endeavors, not alone to make 
reparation payments but to reestablish 
herself commercially, are having a pro- 
nounced influence. The seeking of loans 
in other countries, the increased demand 


for American cotton, copper, grain and | 


other products, and the progress made in 
the reparations situation itself, combine to 
show how Germany is bending every ef- 
fort to retrieve her position—The Me- 
chanics & Metals National Bank. 
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The Art of Earning Dividends 
Is Inseparable 


from the Art of Management 


HE Curve of Profits invariably runs parallel to the 

curve of Efficiency—the balance sheets in the office 
accurately reflect the way problems in production, costs and 
human relations are handled out in the works. 


Hence, every investor in Industrial holdings—whether 
Banker, Financier, Stockholder or director—is vitally inter- 
ested in the service of INDUSTRIAL MANAGEMENT, 


The Engineering Magazine. 


Month after month, this Pioneer Journal of Manage- 
ment Science—as for thirty years past—brings to its 
reader the newest and most effective ideas, plans and 
methods for cutting costs, speeding production, re- 
ducing waste, promoting good will and eliminating 
hazard; together with interpretations of the latest 
developments in economic and business thought and 
the news of the current trends in the applications of 
Management principles. All of its material being 
gathered out of the experience of practical men who 
do the thinking, the planning, the organizing, and 
the producing in the country’s biggest, busiest and 
most successful industrial plants. 


HEN the man who furnishes the capital keeps familiar 
with these things, he knows what points to look for 
in the management of the properties in which he has invested 
his money. He is, therefore, an important link in the essen- 
tial service of INDUSTRIAL MANAGEMENT in making 


Industry more productive—and more profitable. 


The coupon below—filled in and dropped into today’s mail 
—will put us to working for you AT ONCE. 


THE ENGINEERING MAGAZINE CO., 
120 West 32nd Street, New York. 
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Investment 


In the Limelight 


Canada to-day in her financial 
stability takes second place to 
no nation in the world. Her 
strength lies in her obi nat- 


Re 


Gustin securities also, now 
show - much higher interest 

yield and can be bought at bet- 
os prices than at any period in 
living memory. 


Government, = 


oration and Publi Vai 
securities are all distinctly in 
the s market. 
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Bryant, Isard & Co 


Members: 

Toronto Stock Exchange 
Chicago Board of Trade 
Montreal: 

84-90 St. Francois Xavier St. 
Toronto: 
Canadian Pacific Building 


Private wires to Toronto, New York, Chi- 
cago, Boston and cities of first importance. 


“Investment Bankers since 1899.” 











CANADA 


for Investment 


The rich natural endow- 
ment of Canada in raw ma- 
terials, and her growing 
desire to manufacture 
these raw materials into 
finished products at home, 
are creating many attrac- 
tive opportunities for the 
investor. 

The industries that are 
growing up now will one 
day be among the greatest 
on the continent. They 
have rich soil to grow in. 
Many of them have already 
begun to earn handsome 
profits for investors. 

The United States investor 
should not neglect to in- 


vestigate the Canadian 
field. 
We are to furnish full and © 


reliable information and to render 








THE RAILROADS 
(Continued from page 465) 











The reader will note that, in the fore- 
going discussion, there is an absence of 
complex statistics and confusing figures. 
The effort having been to rate the roads 
according to broad fundamentals, it is not 
believed that the article will suffer from 
this method of treatment. 


Taking up a transportation map of the 
United States, it now remains to segre- 
gate the railroads serving the three differ- 
ent groups; to divide them again into a 
list serving the two groups (Eastern and 
Western) which our charts show to be in 
the best basic condition and having the 


best prospects, fundamentally; and, there- 
after, to weed out the financially weaker 
roads. This will permit selecting a list 
of railroad companies in whose shares, 
according to the fundamentals, we can 
afford to place the greatest confidence. 

Following this plan, the writer would 
endorse the following list: 

Chicago, Rock Island & Pacific, Illinois 
Central, Kansas City Southern, Missouri 
Pacific, New York Central, Norfolk & 
Western, St. Louis & San Francisco, 
Southern Pacific, Union Pacific. 

Securities in the above companies, the 
writer believes, will offer the greateSt re- 
sistance to any further selling pressure, 
and should be among the first to respond 
to buying demand. There are nine of 
them in the list; and, of the nine, none 
are in the Southern group. 
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CHART III,—WESTERN GROUP. 
Very 
oon Poor Fair Good Good 


P—Represents present conditions. F—Probable near future conditions. 


Remarks 

Over-production. Warehouses full. 
Declining prices. 

F .... Export demand fair. Domestic mar- 
ket demand with lower labor costs 
and declining prices to consumer. 
Lower freight rates. 

F Lower freight and labor costs, Can- 
ning costs lower. 

F Lower freight and water rates. De- 
creasing costs to consumer. 
Market flooded. Warehouses full. 
Demand poor. 
Demand in Lower labor 
costs. Buying stimulated by lower 
prices of finished products, 
Awaiting return of railroad and 
building trade purchases. 

F .... After winter season mining along 

Great Lakes should open. Prospects 


good. 
ed strike over. Retailers’ strike 


comee prices to consumer will in- 
consumption. 


mand owing to European change of 
money basis. 

F Copper mines closed; shipments made 
from reserve stocks. Mining costs 
will be P and do- 
mestic demand increasing. 

Oil ye ap appears nearing end 
period of depression and should hed 
among the first to recover. 

F Labor costs lower. 

increase 




















PRICE RANGES 


Recent issues of the MaGaztne have con- 
tained a table of security price ranges 
which was compiled in the belief that it 
would prove of considerable practical 
value to readers. The table includes over 
200 of the more active stocks listed on the 
New York Stock Exchange, their high 
and low prices being presented in rather 
unique form, as follows: 

The past twelve years were divided into 
the three distinct economic periods, the 
pre-war period, running from 1909 to 1913 
(the period of “normalcy”); the war 
period, 1914 to 1918, and the post-war 
period, covering the break in the market 
following the signing of the Armistice, the 
subsequent industrial boom and the later 
reaction. 

It is interesting to know one particular 
fact brought out by this table: That is, 


the great number of companies whose 
shares are now active on Exchange, and 
which were formed during the war. For 
the securities of these companies, of ~ 
course, there is no “pre-war” range, 


+ 
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Another interesting point brought out by 
the table is the fact that a great many high- 
grade securities are now available at prices 
considerably beneath the lowest points 
struck in the period from 1909 to 1913. 
Harking back to the extreme depression 
which existed before the war, and then 
coupling that picture with the far stronger 
position of this country and many of its 
industries today, it is difficult to reconcile 
many of the price concessions now avail- 
able. Prominent among the list of com- 
paratively cheap stocks are the railroads; 
as witness, Atchison, selling on July 14 
at 82, as against the 1909-13 low of 90%; 
Canadian Pacific at 109, as against a pre- 
war low of 165; New York Central at 69, 
against 90%, etc., etc. 

So far as the industrial stocks are con- 
cerned, the most impressive thing about 
them is their relative cheapness as against 
the low-price levels of 1919-20, which low 
prices, in most cases, were probably scored 
in the bad break Jast December. The fol- 
lowing are a few of the features to be 
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noted from a study of the table in our July 
23 issue: 
1919-20 July 14 


Company Low Price 
Allied Chemical ......... 43% 39% 
Amer, Sumatra Tob...... 65 49 
Atlantic Gulf & W. I..... 71 23 
Central Leather pfd...... 80 71 
Mex. Petroleum ......... 148 103 


There has been, of course, a reason for 
the decline in each particular issue. We 
like to think that our readers are fully in- 
formed, and that it is unnecessary for us 
to take the space to explain the declines 
here. 


So long as this price range table con- 
tinues of the lively interest to investors 
which we now consider it to be, we shall 
publish it in each issue of the MAGAZINE. 
Meanwhile, we must advise our readers 
that the mass of figures involved makes 
typographical errors humanly unavoidable 
and that, for this reason, they should not 
base commitments upon this table without 
checking up. 

As in the case of all new departments or 
“special features” adopted by this Maca- 
ZINE, we invite readers to exercise their 
prerogative and let us have their criticisms. 
We are particularly interested to know 
whether any readers have seen as complete 
and useful a table elsewhere. If so, it has 
escaped our notice. 





BOND FINANCING ON LAR 
SCALE 
(Continued from page 460) 








cities and there are few municipal issues 
that can compare favorably with City of 
Philadelphia bonds. This fact accounts 
for the unusually heavy oversubscription. 


State of Michigan 20-Year 5%s 


These bonds constitute direct and gen- 
eral obligations of the State of Michigan 
and are issued for the purpose of paying 
bonuses to soldiers. The act authorizing 
their issuance provides for a tax levy to 
pay the interest on the bonds and provides 
for the creation of a sinking fund to be 
used solely for the payment of the bonds 
at maturity. Originally, there was only 
$10,000,000 of this issue sold to the bank- 
ing syndicate. The bonds sold so rapidly, 
however, that the syndicate closed its 
option on an additional $5,000,000. 

They were offered to the public at a 
price of 103 to yield about 5.50%, an 
unusually attractive yield for such a high- 
grade municipal issue. The State of 
Michigan also recently sold to a syndi- 
cate an issue of $5,000,000 one-year 6s, 
which were offered at 100% to yield 5.85%. 


State of California Serial 5%s 


These bonds outstanding to the extent 
of $4,878,000, were issued for construc- 
tion of highways. Offered on a basis to 
yield from 5.75% to 5.90%, depending on 
maturities, the bonds met with a ready 
response from the public. The credit 
of the State of California is behind them 
and in every way they may be considered 
a sound investment security. 
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A Leading Investment 
Opportunity 


Though its net earnings for May were 3% higher 
than for the same period last year, and reduced 
operating expenses enable it to maintain its regular 
10% dividend, Canadian Pacific shares are at their 
lowest in twenty years. 


We have just prepared a careful analysis of the C. 
P. R. showing in detail the strength of its position 
and its unusual value as an investment. A copy will 
be sent to any investor on request. 


Greenshields & Co. 


Toronto 


Investment Bankers 
17-A St. John Street, Montreal 


CONVERTIBLE BONDS 
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ers and live stock raisers. Manufac- 
turers are fairly coherent, as to basic 
causes, differing about the tariff, and 
jobbers and retailers hold similar be- 
liefs. Labor, organized and unorgan- 
ized, has opinions. These classes are 
producers of the fundamental wealth of 
the country, therefore in direct contact 
with real, tangible things. United, 
these classes quite commonly hold be- 
liefs within narrower margins than 
those engaged in more exclusive and 
artificial lines like finance, banking, 
brokerage, and public officials, politi- 
cians ‘and professional men. 

The acceptance by individuals of a 
common belief in the causes of existing 
conditions is more universal, as I en- 
counter them, than some or many of 
the specialists give them credit for. The 
negative lack of confidence by the 


masses in the so-called leaders of 
finance, public service and political 
economy is more general than the 


aforesaid leaders believe, or affect to 
believe. The fact that this doubt and 
suspicion is negative probably accounts 
for the negligible attitude of the lead- 
ers toward it. It seemed to find loud 
expression in the election of 1920, and 
that loud expression has lulled the lead- 
ers into what may be called a false 
security. There is some evidence that 
the great public—the representative 
public—is quickening into a more or 
less positive expression. Whether any 
positive result will follow is another 
matter. If there is any angle more 
noteworthy than another it seems to me 
to be the absence of class or partisan 
consciousness—it’s just average human, 
and must be crystallized by leaders into 
definite expression before it will be a 
force to be reckoned with. If depres- 
sion and deflation carry into the winter 
and the rather nebulous “fall business” 
fails to materialize, public sentiment 
and “the best minds” may come into 
closer contact next year. 
Consolidation of Money 

Deflation and “frozen credits” un- 
doubtedly are merging sporadic senti- 
ment into a mass psychology that 
sooner or later will be expressed in 
terms that will be recognized by so- 
called leaders and publicists. The pivot 
about which this mass psychology will 
eventually solidify, judging from. the 
widely-scattered expressions heard, will 
be money and the procedure for its 
custody and distribution. The Federal 
Reserve Bank system and its affiliations 
appear to be the objective of the new 
line of thought, and public attention 
seems to have been attracted by the 
admitted profits of the system, as reg- 
ular banks compute profits, and sec- 
ondarily because of the monopoly in 
money and credit exercised hy the 
twelve members of the board. Criti- 
cism of the Federal Reserve Bank is 
becoming more widespread as the cen- 
tralized cash reserves continue to in- 


* crease and more collateral that was pre- 


viously recognized is* withdrawn from 
t. 





THE MAGAZINE OF WALL STREET 


Senator R. L. Owen of Oklahoma, a 
former banker, collaborating with Sen- 
ator Glass of Virginia, was the author 
and designer of the Federal Reserve 
Bank system. It was intended to be 
of service to the citizens and banks of 
the United States, especially in times 
of stress, to insure flexible adjustments 
and to make cash and credit easier of 
distribution when and where needed 
most without profit. Senator Owen is 
now addressing the people throughout 
the country, saying plainly and un- 
equivocally that the system has been 
deflected from its purpose and become 
a regular profit-earning medium. He 
asks the citizens everywhere to assist 
him to impress upon the Congress the 
necessity of putting the system where 
it was intended to function and to safe- 
guard against future misdirection. 
Senator Owen speaks by the card, 
plainly and seriously, and is receiving 
serious consideration. Besides making 
excessive profits as the custodian and 
distributer of cash and rediscounts, the 
board to a considerable degree dictates 
credit and collateral, as was intended, 
but, as stated by Senator Owen, some 
member and non-member banks and 
customers of banks, with less apparent 
certainty than was intended by the 
authors of the law and members of the 
Congress that enacted the statute. 
Senator Owen says the procedure fol- 
lowed is more apt to encourage a panic 
than to prevent one. Individual banks 
and bank customers have been heard 
to express the same belief. 


Rediscounts and Profits 

As an illustration of the manner in 
which rediscount credits are arranged 
it is noted that the manager of the 
Kansas City reserve district, the other 
day, addressing an assemblage of oil- 
country bankers and representative citi- 
zens, unhesitatingly eliminated all re- 
discounts based upon petroleum col- 
lateral. He stated that the oil business 
was a gamble and operated by gamblers 
and could not be recognized by the 
Federal Reserve Bank. 

That is an unintelligent attitude for 
a banker in an important position of 
trust to assume, according to critics 
competent to discriminate. Leases, oil 
wells and equipment, with the oil pro- 
duced and sold for cash every thirty 
days, have a recognized and stable 
value wherever crude petroleum is pro- 
duced in commercial volume, and loans 
properly made are as liquid and as cer- 
tain of payment as those that are pro- 
tected by any other collateral. The 
bulk of the business handled by some 
of the soundest banks of the country 
originates in oil-producing territory. 
“Frozen credits” flourish in territory 
thus ostracized. “Heated credits,” if 
the term is permitted, flourish where 
stock speculation, gambling and bear 
and bull raids are recognized as an in- 
dustry, as Senator Owen and many 
other representative men believe. 

It is not intended here to discuss the 
ethics of finance and credit or to en- 
gage in argument pro or con, but to 
repeat what is being talked and written 
im many parts of the United States as 
the writer encounters comment and 
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criticism. I know that a campaign is 
beginning for readjustment of the ad- 
ministration of the Federal Reserve 
Bank system, including a number of 


daily and weekly papers that voice * 


some part of the sentiment of their 
communities. An instance came under 
the observation of the writer in a mid- 
dle west town where a_ non-member 
bank was requested to forward. to the 
mearest reserve bank all gold as it 
accumulated. When asked on what 
basis the gold would be received the 
reserve bank replied that it would be 
credited as weight. Member banks of 
course must comply with the board 
orders, but that non-member bank did 
not care to pay the premium resulting 
from weight and face value differential. 
During the gold-resumption payment 
inaugurated in the McKinley campaign 
the sub-treasury and banks received all 
gold by weight and individuals paid the 
Patriotic premium of face value. 
Cash Is Piling Up 

Another criticism frequently heard 
over the country is the steadily increas- 
ing bank reserves, and especially the 
increasing gold reserves of the Federal 
Reserve Bank. I am recording criti- 
cism and not approving or opposing it. 
Some recognized financiers and respect- 
able bankers and business men criticize 
the hoarding and profit-taking policy of 
the reserve bank board and demand 
such reform of the statute as will pre- 
vent it. Senator Owen insists that 
idle money encourages high discount 
rates and speculation rather than more 
legitimate investment at lower rates as 
deflation progresses, holding that 
money is as legitimately subject to 
deflation and rediscount as other com- 
modities. He says twelve men may 
unnecessarily handicap commerce and 
industry if permitted too much discre- 
tion. Be that as it may, there is evi- 
dence that many individuals and in- 
terests hold the same belief. Accord- 
ing to latest data, the Federal Reserve 
Bank holds in escrow about half the 
minted and reserve gold of the world. 

There is a widespread and growing 
demand that our war indebtedness be 
funded to relieve the financial tension. 
Included in this demand is a feeling 
that the financial directors of the coun- 
try are using more reserve cash in for- 
eign loans and financing plans than 
seems advisable while the United States 
is facing problems of domestic read- 
justments involving a more flexible dis- 
tribution of cash. One school of 
finance assumes, as comment heard in 
many sections discloses, that high dis- 
count rates and discriminatory selection 
of collateral have “frozen” a great deal 
of invested capital. It appears that 
banks accepted as good collateral for 
cash loans shares and securities at valu- 
ations that have shrunken to half of the 
loan. The question is.asked frequently 
when this “frozen” reserve and escrow 
fund will melt and become either liquid or 
evaporate. 

Having no desire to pose as a fixer 
of frozen finance or to soviet ice into 
cash, I am merely recording a few ex- 
pressions heard en route, as requested 
to do by the editor of THe Macazine. 
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To Stock, Bond and Note Holders of 


MEXICAN PETROLEUM CO., 

PAN AMERICAN PETROLEUM CO., 
TEXAS CO., 

SINCLAIR CONSOLIDATED OIL CORP., 
ATLANTIC GULF & WEST INDIES LINE, 
ATLANTIC GULF OIL CORP., 

ISLAND OIL & TRANSPORT CORP. 


In the interest and for the benefit of our Associate 
Members, this Staff has commissioned Mr. H. L. Wood, 
our Petroleum Investigator, to visit the properties of 
the above companies in Mexico for the purpose of as- 
certaining the actual physical condition of their oil 
wells and lands, pipe lines, refineries and shipping fa- 
cilities, as well as the political and other influences 
which will affect their future earnings. 


Mr. Wood will sail for Mexico on August 12 and his 
reports will be forwarded to New York as rapidly as 
they are prepared. 


Every well informed person in the oil industry 
knows H. L. Wood—a man of broad experience, keen 
insight and thorough knowledge. His opinions and 
appraisals are sound and unbiased. 


Those who are not Associate Members of our Staff 
may arrange to procure copies of Mr. Wood’s reports 
on any or all of the above companies upon terms that 
are reasonable, considering the time, work and expense 
involved. 


The Richard D. Wyckoff Analytical Staff 


42 Broadway “I -:- New York City, N. Y. 
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I am offering no suggestions. As in- 
timated in the beginning, a tour of the 
productive areas of the country cer- 
tainly dissipates some of the gloom of 
Wall Street and freshens one’s opti- 
mism. But that is not to say that dis- 
concerting facts must be ignored. As 
I absorbed impressions I can see no 
evidences anywhere of a boom, or even 
any apparent expansion of most lines 
of business. It is more likely, as the 
men I came in contact with carry on, 
that “times,” as they call them, may be 
tighter the coming winter. The coun- 
try is about filled up with boom talk 
and cannot now be made prosperous 
overnight by autosuggestion of the 
butler, , This attitude, interpreted, in- 
dicates that those who engage in the 
production and distribution of essen- 
tials must do some business and that 
those whose occupation is with wholly 
artificial and non-essential wares and 
ideas may go farther and fare worse. 
Men who handle nothing but money 
and its paper equivalents seem to lose 
the hearty appreciation of life and its 
amenities that surround those who pro- 
duce the things that sustain life. That’s 
why, possibly, a visit to the places 
where the essentials are produced is 
tonic for a tired imagination. 

An almost universal salutation an 
easterner hears in trade centers of the 
West and South is: “How do they feel 
in New York?” It may be said in pass- 
ing that the teeth in this question show 
signs of failing and a little dental work 
seems required. For all their blase and 
bizarre aplomb, New Yorkers—the -pre- 
miers of Wall Street—are just as keen 
to know: “How do they feel in the 
West and the South?” The Federal 
Reserve Banks interrupt (or, at least, 
were intended to interrupt) the flow of 
all the cash of the United States to 
New York vaults, and the 1907 incident 
was the beginning of a change in the 
money attitude that has by this time 
considerably stiffened the financial 
backbone of the West and the South. 
That’s why Wall Street is really and 
honestly anxious to know how they feel 
out there, just as the West and the 
South are anxious, in a neighborly way, 
to know if Wall Street thinks as much 
of its gold and currency as it used to. 

As I listen to people talk about all 
these matters, a million barrels of oil 
and what goes with it is just as surely 
representative of cash value as a note 
for a million dollars is worth that much 
in Wall Street; when the oil fails of 
recognition it is reas@nable to believe 
that the note isn’t all there. Wheat, 
cattle, cotton, sheep and other staple 
commodities of life, men tell me, ought 
to be recognized as part of the founda- 
tion of the nation’s wealth and capital 
on a parity with the pieces of paper 
going across the counters of Wall 
Street that are recognized as evidences 
of wealth and capital. 

It seems to me that the anxiety of 
Wall Street to know how they feel out 
West is recognition of the brother- 
hood of money, tickets and “scribblin’s” 
just as surely as the brotherhood of 
men. 
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BRITAIN’S TRADE PROSPECTS 


F. C. Goodenough Is Mildly Optimistic 

In a statement appearing in The Times 
(London) of July 6, F. C. Goodenough, 
Chairman of Barclays Bank, Ltd., says: 

The settlement of the long-protracted 
dispute in the coal industry and the wage 
agreements which have been arrived at in 
the textile and engineering trades, are cer- 
tainly encouraging factors. These agree- 
ments may, I think, be regarded in the 
nature of test cases and should, therefore, 
tend to a general recognition that sound 
economic principles must be accepted in 
settlement of all wage disputes. But it 
must not be forgotten that the extended 
stoppage of coal production has very seri- 
ously accentuated the trade depression al- 
ready in existence before the commence- 
ment of the struggle, and that directly and 
indirectly it has involved the country in 
huge losses. 

Somehow or another the resulting bill 
has to be paid. The direct results of re- 
duced production are to be seen in the 
diminishing revenue returns, which make 
the conversion of the estimated budget 
surplus into a realized deficit a serious 
probability. Such a result would in the 
ordinary way increase the Floating Debt, 
and still further accentuate those financial 
problems, which, being a serious hindrance 
to general prosperity, tend to intensify 
trade depression. These problems will 
have to be faced. 

It is to be regretted that the recent 
Conversion Loan was not a more pro- 
nounced success, for it is most important 
that the Floating Debt should not only be 
kept from increasing, but should be sub- 
stantially reduced. A huge debt with 
early maturities is a constant embarrass- 
ment to the Government and is inconsis- 
tent with economy.- One of the essentials 
to the return of prosperity is, therefore, 
for the public, as and when required, to 
provide such support as may be necessary 
not only to prevent additions to the Float- 
ing Debt, for the purpose of covering the 
immediate losses occasioned by the strikes, 
but also to achieve its reduction. 

The problem of national finance must 
inevitably prove an important factor in 
any future developments, and support 
given to the Government in this matter, 
as and when they require it, will help to 
bring to actual realization that feeling 
which is undoubtedly growing that we are 
on the eve of better times. This instinc- 
tive feeling is in itself a factor which 
makes for recovery, but beyond this there 
are more definite <nd measurable signs 
that the severity of the depression is 
lessening. 

Easier Credit Position 

Reports from the provinces speak of 
an increase in inquiries. Reports from 
abroad—particularly those from countries 
outside Europe—also assume a somewhat 
brighter tone, justified in cértain cases by 
definite increases in overseas business. 
Then there is the fact that the credit posi- 
tion is rather less stringent than it was, 
while accumulated stocks have in many 
instances been substantially reduced. The 
agreement which has been reached with 
Germany, the considerable improvement in 
some of the Continental exchanges, the 
lower level of prices, and the fact that a 
number of wage adjustments have been 
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and are being arranged, are all points 
favorable to an increased demand which, 
in its turn, should lead to better trade. 

Although things are, to this extent, 
moving in the right direction, there is still 
room for much improvement. For in- 
stance, prices have not fallen consistently 
and further adjustments will be necessary 
before that confidence in the stability of 
values essential to the placing of forward 
contracts and the replenishment of stocks 
can be fully restored. 


Price Adjustments Still Necessary 

In certain directions retail prices still 
fail to reflect the fall in wholesale prices, 
while the interrelation between individual 
commodities, as compared with that ex- 
isting before the war, remains somewhat 
disorganized. The process of adjustment 
has not proceeded evenly, with the con- 
sequence that the relative value of com- 
modities is not sufficiently measured by 
the labor and sacrifice involved in their 
production. Such a relationship cannot, 
of course, be achieved with mathematical 
nicety, but an approximate equation is 
essential, not only to secure a reasonable 
equality of reward, but in order so to 
balance the relative purchasing power of 
different sections of the community that 
normal demand may be more ‘éistant. 
This averaging of prices to a fair level, 
by upward or downward movements as 
the case may be, is an essential prerequi- 
site to stability of values and the fact 
that certain prices are rising is, I feel, 
a favorable factor in as far as it indi- 
cates that prices are adjusting themselves 
to a fair average. 


Wage Inequalities 

Similarly, despite those wage adjust- 
ments which have taken place, there is 
still an inequality in the wages paid in 
different industries for work of an equiv- 
alent value. There are also noticeable 
inequalities when comparison is made be- 
tween the wages paid in certain directions 
to unskilled and to juvenile labor and to 
those paid in others to skilled labor. 
These inequalities have yet to be smoothed 
out and the process, essential as it un- 
doubtedly is, must, from the very nature 
of things, present difficulties. It should 
be obvious that present day wages and 
profits must be based on industrial con- 
ditions as they are, and not as they were 
before the world upheaval occurred. The 
war involved us in great expenditure, and 
we cannot, and should not, endeavor to 
evade the effects of sacrifices cheerfully 
undertaken. The practical result of such 
sacrifices is that wages and profits must 
both reflect a scale of taxation which, 
allowing for the most drastic economies, 
cannot bit be onerous. The alternative 
to an economic wage is unemployment. 
The gradual realization of this fact pro- 
vides good ground for a hopeful feeling, 
as does the more general appreciation that 
the true measurement of wages is their 
purchasing power and not their nominal 
amount as expressed in monetary units. 
Until trade revives and some stability of 
values is achieved, it will be impossible to 
say what ultimate adjustments may be 
necessary, but the fact that in so many in- 
stances employers and employees have 
succeeded in adjusting their ideas as to 
wages by mutual discussion, suggests that 
there is quite a reasonable possibility of 
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further necessary adjustment being. car- 
ried through without friction. 


A Moderate Revival 


Summing up the internal position, it 
would certainly seem that, given goodwill 
and general co-ordination, a modified trade 
revival may justifiably be looked for. 

To some extent this revival will no 
doubt be based upon orders held in sus- 
pense pending a settlement of the coal 
dispute, yet it should contain the germ of 
a more definite and permanent recovery. 

Beyond this, it is impossible to see at 
present, for, unfortunately, there are fac- 
tors in the world situation which would 
seem to make an early return to maximum 
activity improbable. The basis of trade 
is the exchange of goods. In this country 
we can produce certain commodities in 
excess of our requirements, but these are 
of little use to us unless we can exchange 
them with other countries for products 
of which we have need. It follows that 
until the countries of the world return to 
their pre-war productivity, we cannot ex- 
pect to obtain a pre-war volume of healthy 
trade. 





LOOKING FORWARD TO AUTUMN 
TRADE 


(Continued from page 450) 











not absent. The latest foreign trade 
figures (June) show an increase of ex- 
ports and a balance of foreign trade in 
our favor of $150,000,000. Financial con- 
ditions have not materially improved 
abroad or with regard to our own foreign 
trade. It is, however, true that some im- 
portant credits have been opened by bank- 
ing interests for the exportation of food 
and necessary raw materials to continen- 
tal Europe and there are indications that 
the settlement of the German repara- 
tions adjustment has introduced a much 
needed element of stability into interna- 
tional business. Bankers are still cau- 
tious—perhaps over cautious—in financ- 
ing international trade upon any but an 
immediate cash basis, and no progress 
has been made in the various schemes for 
the establishment of new finance enter- 
prises either under the Edge Act or other- 
wise. Nevertheless, with the final read- 
justment of our fundamental price basis 
in this country, competitive conditions are 
likely to be far better from this time on 
and there is no occasion for undue pes- 
simism about our trade, especially when 
we recall that, taking exports and im- 
ports together, the total as measured in 
units of goods is far greater than it was 
in 1913. 

The showing made by the graph is not 
yet sufficiently distinct to reflect the most 


. important tendencies in the foreign trade 


situation. Apparently a turning point is 
only just about being reached. As the 
summer season advances, and as our 
staple commodities are shipped in larger 
quantities, we may expect an improve- 
ment of basic exports. Whether this im- 
provement will then be followed up by 
an increased shipment of manufactured 
exports remains to be seen. This neces- 
sarily depends upon our credit policy. 
Moreover the question of our new. tariff 
will be of far-reaching importance. 
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If we should so arrange matters as 
practically to exclude imported goods, the 
result will necessarily be to prevent buy- 
ing of our exports, except as a result 
of absolute necessity. Foreign trade, then, 
whijle apparently at a point that suggests 
a distinct uptugn, certainly in the case of 
some countries, is still uncertain because 
of the lack of a definite commercial pol- 
icy on our part. 

The business outlook is better in many 
lines than has been the case for a good 
while past and there is a fair prospect of 
a reasonable domestic trade beginning 
with the opening of the autumn. Basic 
commodities are still in process of read- 
justment and some reorganization of costs 
will be necessary before they settle down 
to a final footing. The price deflation 
movement has been checked, perhaps 
brought practically to a close save for 
sporadic changes here and there.- Foreign 
trade is by no means in so depressed a 
condition as some have seemed to suppose, 
but on the contrary, is a good deal above the 
level of 1913 when measured in physical 
units. The agricultural outlook is ex- 
cellent and costs in that branch of pro- 
duction have certaintly been very fully 
readjusted. Money rates are apparently 
reaching the point from which a down- 
ward trend may be anticipated. Invest- 
ment demand is better than it has been, 
and with the revival of business a steady 
conservative upward movement in the 
prices of securities appears probable. 
Legislative action and commercial policy 
on the part of the federal government, 
including the plans to he developed for 
the relief of business from taxation have 
a preponderating importance and the ac- 
tion at Washington may largely affect 
commercial and business prospects. 
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yield on the stock is sumewhat less than 
11%, since the scrip has a cash realiza- 
tion value of between 90 and 95. It is 
somewhat of a coincidence that the stocks 
of two of Whelan’s biggest enterprises, 
Tobacco Products and United Retail 
Stores, are both selling around the same 
price, and at levels to give almost the same 
income yield. As a choice between the 
two, without making a definite recom- 
mendation to purchase either, the writer 
would select United Retail Stores, for 
although the dividend outlook is also 
somewhat clouded, the organization 
represents the retail end of business 
and does not run the same risk of loss 
as Tobacco Products representative of 
manufacturing. 

Tobacco Products holdings in other com- 
panies should prove profitable over a long 
pull. The operating profits of the Export 
Corporation last year were only $292,282, 
but this can hardly be regarded as a nor- 
mal standard. To attempt to define a value 
for this stock, selling on the Curb around 
$6 per share would be to attempt to fore- 
tell when business depression in other parts 
of the world will end and when conditions 
will be sufficiently stable to permit normal 
business. It may be pointed out that the 
company has all the necessary funda- 
mentals for successful trading abroad, and 
all it now needs is the trade in substantial 
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Middle States Oil and Imperial Oil 


For record only, announce the sale of an issue of bonds, total $4,000,000 par value, known as Ten year, first lien, 
Gold Eight Percent, Participating, Sinking Fund, Production Bond of the 


UNITED OIL PRODUCERS CORPORATION 


INTEREST. Guaranteed minimum Eight Percent per annum, payable semi-annually. 
PRINCIPAL. Payment of principal is provided by liberal sinking fund. 
GUARANTEED. Both Interest and Principal Guaranteed. 


PARTICIPATION. This bond provides a participation in addition to its guaranteed minimum of Eight Percent 
per annum. Observe this participation is one that the bondholder may know his position every day, without wait- 
ing for the Company’s periodical reports. Simply look at the market price of oil in your daily newspaper. Today 
the market price of Mid-Continent oil is One Dollar per barrel. You would know this means a total of Nine 
Percent interest on your bond, and every advance of Twenty-five Cents per barrel in the price of this crude oil 
would add Two and one-quarter Percent per annum to your interest rate, until oil selling again at Two and one- 
quarter Dollars per barrel would give the bondholder a total of Twenty and one-quarter Percent per annum interest 
on his bond. 


As the capital stock of UNITED OIL PRODUCERS CORPORATION will be owned entirely by Middle 
States Oil Corporation and Imperial Oil Corporation, as stated below, this record announcement is made by all inter- 
ested Companies. 


Like other commodities in this reconstruction period, following the great war, oil has dropped from its last 
year’s market price of $3.50 per barrel down to present price of $1.00 per barrel in the Mid-Continent Oil Fields. 
Added to this the almost universal difficulty for small operators in securing banking accomodations makes it now 
possible for such Corporations as Middle States Oil Corporation and Imperial Oil Corporation to obtain the very 
best oil producing properties from small operators at unusually favorable prices. These small properties, assem- 
bled and united, become the great properties, and so united, economize the cost of operation and strengthen financial 
and marketing facilities. 


In addition to the several acquisitions of producing properties under such conditions recently made by these 
Corporations for their several subsidiary operating Companies, we have availed ourselves of the opportunity to 
secure the entire stock issue of UNITED OIL PRODUCERS CORPORATION, which Corporation has been 
formed for the purpose of uniting under one management and ownership several of these smaller properties, and 
upon the following basis: 


UNITED OIL PRODUCERS CORPORATION 


incorporated under the laws of Delaware. Corporate purpose: to acquire, own and operate oil and gas leases, pro- 
ducing and marketing oil and gas, either directly, or through such subordinate organizations as it may deem proper, 
but so united as to have economy in operation and strength in finances and marketing of products. 


LIABILITIES: 
Ce TI, ORF ONIN 0500085 550 ood 0 05504 ccc Sede deste 0ceds cbatenee sas GECOns bb pecs coocasceetbes $6,000,000 
PE ey SUE IE SON cinwcdoenntvcics 0600s bekbtehe sds ctebacvanerecertteduéudeseotesvsccséoevens 4,000,000 


Said stock and bond capital provided to acquire: 


ASSETS: 


Froven oil producing properties in the Mid-Continent Oil Field with a present production of $8,000 bbls. of crude oil daily (termed— 
settled production), and with undrilled proven well locations yet to be drilled, totaling 800 such additional well locations, the total of 
$4,000, of bonds being based upon such ownership of oil producing properties at not exceeding $500 per barrel of said bonds for each 
daily barrel of oil production. 


~The cost of uniting said oil producing properties under the single ownership and control of UNITED OIL PRODUCERS CORPO- 
RATION, in addition to the proceeds of this bond issue, is provided for in the stock issue of said Corporation, above indicated. 


The plan of procedure: from daily production of 8,000 bbls., appropriations arg made, according to the terms of the Deed of Trust 
securing said bond issue as follows: 


Deduct for bond interest fund account. ..............+-+e0++ & iciigalehbeak 44 iuetekdodesdects seed 1,000 bbls. daily 
Deduct for sinking fund provision for principal of bonds...........0-ceeceeseeeeeceeeeeeneeeeeee 1,100 bbls. daily 
Deduct for additions to assets, new well drilling, etc. .......-.++scece cece eee ceee eee eeeteeseees 2,000 Dbbis. daily 

Total segura. oo ec odicdce sc coccveus cocces 00 00c hee neesscdns 6st cgaeesbovcsccessoes 4,100. bbls. daily 
Reserve, subject only to operating expemse.........ccceeccseceeeeecneseeeceeeweseseeseeeeerees 3,900 bbls. daily 


In detail these funds approximate as follows: 


The interest fund of 1,000 bbls. of oil daily allows 90 bbls. of oil per annum against each $1,000 par value of bonds outstanding, the 
roceeds of sale of which oil, at the market price, plus any premium obtained therefor, is paid pro rata into the hands of the COAL AND 
TRON NATIONAL BANK OF THE CITY OF NEW YO as Trustee of the Deed of Trust securing said bonds, and such fund will 
be distributed by the Trustee to all of the bondholders at the end of each six months’ period, as their interest income on said bonds. This 
assignment of oif monthly would pay the minimum guaranteed rate of 8% per annum, if oil sold as low as 88 8-9c. per barrel, and that minimum 
price is guaranteed, as neseinaiher stated. Hence, the bondholder has the guaranteed certainty of an 8% investment. His speculative oppor- 
tunity depends on the advance in the market price of crude oil. We believe it is a business certainty that the price of oil will average in 
the succeeding months and years much higher than the present price of One Dollar per barrel, which price would insure 9% income on 
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the bonds, and this market price of oil furnishes each holder of any of these bonds the speculative op ity, and this increased price 
of A es inere to the benefit of the bondholder until oil should sell above $2.25 per barrel. And rate of profit per annum would 
Mid-Continent Oil at $1.00 per barred will net bondholder 9 % per annum 
° Mid-Continent Oil at 1.25 per barrel will net bondholder 114% per annum 
Mid-Continent Oil at 1.50 per barrel will net bondholder 134% per annum 
Mid-Continent Oil at 1.75 per barrel will net bondholder 1534% per annum 
Mid-Continent Oil at 2.00 per barrel will net bondholder 18 % per annum 
Mid-Continent Oil at 2.25 per barrel will net bondholder 204% per annum 


Believing it is not unreasonable to expect the price of $2.25 barrel for crude —& be reached the comin en that price of 
$2.25 barrel would be less than two-thirds of the wee prevailing oy zear, % per annum would be the his high ee r* annual income. 
Should the price of ry average higher than $2.25 i ’ period, the excess would be transferred by the Trustee 
to the sinking fh fund to be later used in paying Fcgih. — “al ie nd 

SINKING FUND 


.» 100 bbis. of oil 


OF an: 5.000. Cite, :08 oll dail gn Ng pm gh gs my hy a Fo Ry ie 
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er annum against each Ke par value of bonds of the issue cpiencing. is ceeds of the sale of the pro ra 

allowance, eold_ on the market plus any premium that might be obtai erefor Peshall likewise be ited with the Trustee monthly. 
aud full ap onekt iking. Sond At the present price of One | per barrel for oil, this allotment provide the entire sinkin, fund 
for the full payment of the principal of the bond at maturity. Like the interest oil, however, any increase in Pin the market price of crude 
oil would i the d for the sinking wees Se ome ele and should oil again reach last year’s price of $3.50 per bbi. this sink- 
ing fund, plus the excess from the interest oil, would provide the sinking fund for the full amount of the principal of the bonds out- 
standing, in less than three years’ time. It is provided, however, that no bondholder can be required to surrender his bond 


until it becomes due, thus on bondholder the full ten a ar, = 2 pees | in profits, should he so desire. However, from time 
to time the fund used by the Trustee, as Trust, to pay off and cancel such bonds as the bondhold- 
ers may desire to have liquidated. On all such occasions. coweren, "athone will publish’ a proper notice, giving all bondholders an equal 
opportunity, and at an equal price in such application of the sinking fund. 


MAINTENANCE OF ASSETS AND PRODUCTION 


The Trust Deed securing this bond issue also epreiteclty provides, as a means of molataining the initial production, and of increasing 
the same and adding to the assets of the United Producers Corporation, and the drilling of new wells, that one-quarteer of the daily 
production shall be set aside and utilized only for such purpose. 


BOND SECURITIES 
It will be observed that the security under the Deed of Trust for all the bonds issued thereunder, which may total $4,000,000, is: 


A. All of the United Oil Producers Corporation’s assets with the daily production of 8,000 bbls. of oil thereon which will have cost 
more than twice the amount of the bonded indebtedness. 

B. The guarantee of Im mgoried Oil Corporation as to the minimum of 8% interest on the bond issue, and the final payment of the 
principal of said bonds, the Imperial Oil Corporation now having estimated value of assets in excess of $8 000,000 and without 
debts or obligations, other than its capital stock, so that it can fairly be estimated that the combined oe te this bond issue 
would be more than four times the par value of all such bonds issued. 


MIDDLE STATES OIL CORPORATION 


Stock of the United Oil Producers Corporation will be owned by Middle States Oil Corporation | the extent of $2,0 000,000 par value, 
for the acquisition of which it makes provision out of its earnings or accumulations, without or incur- 

any tion, and to the extent of its proportion of the stock of United Oil Producers Corporation, shares in the surplus “coraiege 
of said  eeumailon and at the retirement of such bond issue is entitled to one-third of the entire assets of United Oil Producers Cor- 


poration. 
IMPERIAL OIL CORPORATION 


The Imperial Oil ration, which guarantees the payment of the minimum of 8% per annum on the bond issue, and the payment 
of the gt me of the bonds when due, i. - the well-protected position, after one-fourth of gross is set aside for new property an ted 
wells of fares times the amount of oil production required to meet the guaranteed obligations even at the present low market price. 
Imperial Oi 1 Corporation acquires $4,000 000,000 par value of the stock of the United Oil Producers Corporation, for the acquisition of hy ie 
makes provision out of its ‘accumulations and capital stock., without incurring any obligations, other than this guarantee, participating in 
the surplus earnings of United Oil Producers Corporation to ‘the extent of its roportionate stock ownership in such Corporation and at the 
retirement of bonds is entitled to two-thirds of the assets of United Oil Producers Corporation. Thus, with a minimum of obligation, the 
Imperial Oil Corporation has a4 maximum of opportunity for additional earnings and income. 


MANAGEMENT AND OPERATION 


By reason of stock ownership, Middle States Oil Corporation and Imperial Oil Corporation will give to United Oil Producers Corporation 
its ficy of management and the conduct of business, and the hitherto small properties thus combined under the single management should 
produce far better results in the aggregate than could possibly be attained as small separate properties. 


We believe under this plan the daily production of oil can not only be maintained, but can be increased in proper application of the 
liberal maintenance and acquisition fund. “ 


We believe the price of oil will average much higher than the present price. 


We believe that in addition to the guaranteed minimum of 8% intcrest that the speculative opportunity will give more than double the 
guaranteed income of 8% per annum on an average throughout the period. 


We believe that the principal is ly guar: d 
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These bonds will be known as Ten-Year First Lien Gold Eight Per Cont. end Participating Sinking Fund Production Bends. 
These bonds, for convenience of small investors, are issued in denominations of: 


all secured by mortgage, or Deed of Trust to the Coal and Iron National Bank of the City of New York, as Trustee. 
This bond issue has been underwritten at par, net cash to the Corporation, without any deduction for commissions and expenses. 


UNITED OIL PRODUCERS CORPORATION, 
W. M. CANNON, President 
C. N. HASKELL, Chairman of the Board of Directors of 
MIDDLE STATES OIL CORPORATION, 
IMPERIAL OIL CORPORATION. 


July 30, 1921. 347 Madison Ave., New York City. 
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volume. Apart from the Export Corpora- 
tion the company owns over 40% of the 
preferred stock, and 90,000 shares of the 
outstanding 194,411 shares of the Ameri- 
can Foreign Trade Corporation engaged 
in banking and barter in the Near East. 
Some day in the future, this holding is 
likely to be a source of profit to Tobacco 
Products Corporation. Then the company 
owns 10,266. shares of a total of 276,000 
shares of Philip Morris & Co. stock (par 
$10), which, although it has temporarily 
suspended dividends, declares itself to be 
in excellent shape, with the probability of 
a resumption of dividends soon. Rumors 
have been afloat of a consolidation of this 
company with the other Whelan proteges, 
Tobacco Products Export Corporation and 
United Profit Sharing, but nothing def- 
inite has been done as yet. Holdings of 
Tobacco Products in American Tobacco 
consists of 6,000 shares of “B” stock, which 
are giving a return of $12 per share at 
present. 

These holdings in other companies, un- 
productive at present, may turn out good 
paying propositions, and because of their 
potential earning capacity endow Tobacco 
Products with long pull speculative attrac- 


tions. 
United Profit Sharing 
Corporation 


A very human desire on the part of the 
most of us to get something for nothing 
led to the formation of the United Profit 
Sharing Corporation. In the operation of 
the United Cigar Stores the power of the 
coupon had demonstrated itself beyond 
question. The coupons did not apparently 
add anything on to the price of the article 
to the consumer, and since he could buy as 
cheaply as at other stores and get some- 
thing for nothing by saving the coupons 
why not buy continually at the store that 
enabled him to get something free in addi- 
tion to what he bought? George Whelan 
knew the psychology of the great buying 
public and he gauged it correctly when he 
tried the profit-sharing coupon as a busi- 
ness getter. In accordance with his prac- 
tice of not restricting the application of a 
successful plan to one type of business, 
Whelan organized the United Profit Shar- 
ing Corporation to apply the use of the 
coupon idea to selling generally. 

When United Profit Sharing was 
launched in 1914, great expectations were 
entertained as to its future. Whelan had 
made a tremendous success of United Cigar 
Stores; his other enterprise, Tobacco 
Products, was showing great promise, and 
the public naturally imagined that, like 
Midas, anything he touched would turn to 
gold. The stock immediately had a very 
active market and a good deal of enthusi- 
astic support. 

But, paraphrasing the old saying, the best 
laid plans of men do not always turn out 
according to program. As soon as the 
campaign to introduce profit sharing pre- 
miums as an aid to selling got started 
there was a large outcry from retailers. 
Coupons, they argued, were an unneces- 
sary imposition and injected a new factor 
into the cost of selling. Hostile legisla- 
tion was enacted which interfered with and 
greatly restricted the plans of the com- 
pany. Soon the public realized that the 
extravagant hopes entertained for the com- 
pany were not going to be fulfilled, and 
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became as pessimistic on the company’s 
future as they had hitherto been optimistic. 
The management decided to direct its 
activities towards obtaining business from 
the manufacturer rather than the retailers 
for, while the retailer was emphatically 
opposed to: the use of coupons at his ex- 
pense, he was not at all averse to their 
use by the manufacturer since it helped 
create a demand for goods without placing 
any burden on the retailer. 
Original Hopes Modified 

The company was formed in 1914 with 
a capitalization of $350,000, which was 
subsequently increased to $2,000,000 at the 
close of the same year. Towards the end 
of 1915 it was apparent that the company 
was not going to accomplish the results 
that had been expected, and it was ob- 
vious that it would have te conduct its 
operations on a greatly modified scale. At 
the time of its formation it took over the 
profit-sharing coupon department of the 
United Cigar Stores, which was to serve 
as the basis of the business it was con- 
templated could be built up. When a re- 
adjustment took place at the end of 1916 
this business was again returned to the 
United Cigar Stores and United Profit 
Sharing retained the independent contracts 
which it had made since its formation. At 
the same time the par value of the stock 
outstanding was reduced from $1 per share 
to 25 cents per share, a capital distribution 
of 75 cents a share being made to the 
stockholders. At the present time the 
company has an authorized capitalization 
of $500,000, of which $409,537, or 1,638,150 
shares are outstanding. By toning down 
the capitalization the company made it 
evident that the former ambitious plans for 
business on a vast scale had been aban- 
doned. 

Since reorganization the company has 
shown a good profit on the capital em- 
ployed. In 1917, the net earnings amounted 
to $241,106; in 1918 to $211,525; by 1919 
they had jumped to $407,130, from which 
level they again declined to $240,022 in 
1920. Before deducting Federal taxes the 
earnings for 1919 were equivalent to 24.8 
cents a share on a par value of 25 cents, 
and for 1920 to approximately 14 cents a 
share, a record which indicates that the 
company is now very conservatively zapi- 
talized. At the end of 1920, the company’s 
books showed a surplus of $468,963, or 
more than the par value of the stock out- 
standing, from which, however, a sum 
must be deducted for Federal taxes for last 
year. 

Customers 

The company numbers amongst its cus- 
tomers, Wm. Wrigley, Jr. makers of 
famous brand of gums; Swift & Co., who 
use the coupons with their soap products, 
and several other manufacturers of articles 
in every day demand. Under the com- 
pany’s method of operation the manufac- 
turers only pay for the coupons actually 
presented to United Profit Sharing for re- 
demption 21d do not pay for coupon; given 
away but never used. This is the plan used 
almost entirely, and it is eminently fair 
to the manufacturer. Some idea of the 
business done by the company may be 
gathered from the fact that some two mil- 
lion premiums were issued in 1920. 

Business so far this year has been 
exceptionally good, the month of May 
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showing a thirty percent increase over 
the corresponding months of last year. 
Hard times mean better business for 
the company because the public is more 
thrifty and saves its coupons. The fact 
that the premiums can be exchanged 
for useful as well as ornamental goods 
stimulates such thrift on the part of the 
public, and brings more business to the 
company. Manufacturers, too, are 
adopting the coupon as an aid to new 
business. During the past few years 
orders flowed in without any effort on 
the part of the manufacturers, but now 
that conditions are reversed, the need 
of using every possible aid to bring in 
business is realized. Many large con- 
cerns have declared in favor of the 
coupon and expressed their intention 
of adopting it in their selling cam- 
paigns, because of their confidence in 
its ability to bring in business. Accord- 
ingly the outlook is bright for a greater 
volume of business for United Profit 
Sharing. 

In 1919, a subsidiary company was 
formed to operate a chain of retail tobacco 
stores in Canada. The company purchased 
thirteen of the stores of the United Cigar 
Stores Company of Manitoba for the joint 
account of United Profit Sharing and 
United Cigar Stores Company of America. 
Other stores have been added, and there 
are now a total of 35 stores in operation. 
No information has been given out as to 
the earning capacity of these stores, but in 
view of the fact that the chain is yet in 
its formation stage the profits are probably 
small. Eventually, it is hoped that this 
chain will be a Canadian counterpart of 
United Cigar Stores. In all probability, 
it will be a profitable future source of 
revenue to United Profit Sharing. 

Regular dividends of 2% cents a share 
and extra dividends of 2% cents per share 
annually are being paid, making 5 cents a 
share, or 20% yearly on the par value of 
the stock. At time of writing, the stock 
is selling around $1.25 per share, or five 
times its par value, and at this level gives 
a return of 4%. As against the 5 cents a 
share being presently paid, the company 
earned 24 cents a share in 1919 and 14 
cents a share in 1920. Earnings for the 
present year are running ahead of those 
of 1920, according to a prominent official 
of the company, which makes the present 
dividends secure, and militates in favor of 
an increase in the rate. 


Conclusion 


Viewed solely from the point of income 
return, a yield of 4% is not attractive from 
a stock of this nature, and at a price of 
$1.25 it is discounting to some extent pos- 
sible favorable developments. Even on a 
higher dividend basis the stock should not 
sell higher than $1.25, regarded again from 
the angle of income return. Taking into 
consideration, however, that the earnings 
at present are at least three times in excess 
of the dividend rate, that the company has 
an accumulated surplus equal to the par 
value of its stock, making possible a sub- 
stantial stock dividend distribution, that 
the prospects of increased earnings from 
its coupon business are bright, and that the 
Canadian subsidiary has good profit mak- 
ing possibilities, the stock at present prices 
seems to be a good speculative purchase 
for the long pull. At present the stock 
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Men 


Trading in stocks is a business in itself. 


~ 
A Service For Busy 


You are a busy man. 


You cannot attend to your business and 
be an expert trader at the same time. 


The business of The Trend Letter Trading 
Service is to guide traders. Its experts 
watch the market all the time—from the 
time it is “‘open,’’ from ten to three—as 
well as after it is closed; for then they can 
study it to best advantage. 


Why not engage The Trend Letter Trad- 
ing Service to watch the market for you? 
You doubtless have excellent judgment, 
but have you had as broad experience? 


The Trend has both the judgment and the 


experience. 


The Trend Letter Service does not claim 
to be infallible. No one in Wall Street can 
be right every time. Success in stock trad- 
ing consists of a series of transactions of 
equal amounts of stock in which the profits 
exceed the losses. That is all anyone can 
accomplish in this difficult business. 


Why not see what The Trend Letter 
Trading Service can do for you? 


For full particulars, fill out and mail the 
coupon below. 


The Trend Letter Trading Service, 
42 Broadway, New York. 





------Send No Money—Merely This Coupon------ 


The Trend Letter Trading Service, 42 Broadway, New York City. 


Dear Sirs: Without obligation, please mail me full information 
as to how your service can help me make more monéy from my 


investments. 
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We recommend as an exceptional invest- 
ment 


Central Petroleum 
Preferred 


Dividend guaranteed by Union Oil Co. 
of Delaware, which Company also 
agrees to retire Central Petroleum Pre- 
> in April, 1923, at $100 per share, 
or give up control. If purchased now 
and held for payment as above, the 


Yield is 21% 


Retirement is reasonably certain, as the 
Union Oil Co. will undoubtedly keep 
control of Central Petroleum’s valu- 
able pro ies, consisting of ownership 
of 23 su es with 23,500 acres of 
lands, on which are 953 wells produc- 
ing 5,300 barrels of oil daily. 

Accrued dividend from April Ist goes 
to present purchasers. This now 
amounts to $170 on 100 shares. 


Price and Circular M.S.T. on Application 





We buy listed investment securi- 
ties on MONTHLY PAYMENT 
PLAN. Write for our booklet, giv- 
ing terms and plan. 


Douglas Fenwick & Co. 
34 Wall Street New York 








| Scientific Methods 
of Investing and 
Trading in Stocks 


A free 100-page booklet, 
written by an eminent 
financial authority, 
containing among 
other subjects 
Investment and Market 
Conditions 
Investing for Income 
Investing for Profit 
Averaging an Investment 
Limited Averaging 
Using Stop Orders 

This booklet is the result of 
many years of scientific study, and 
it has helped thousands of inves- 
tors and traders to use correct 
methods in their operations. It 
will be sent by us to any one free 


of cha including our bi-weekly 
financial publication 


Income Building 
Ask for M. W. 
ROGERS & SULLIVAN 


Members Consolidated Stock Exchange of New York 


gives a return of 4%, with the probability 
soon of a larger return. Because of its 
low price, the stock is particularly suited 
to the needs of the small investor, who 
wants to combine some speculative chances 
with his investment, and at the same time 
receive some return on his outlay. The 
company is now on a workable basis, with 
a moderate capitalization, good manage- 
ment, a reasonably good outlook, and no 
longer contains the highly speculative ele- 
ments of a few years ago. From all in- 
dications, at present prices it should prove 
profitable to any one willing to hold it for 
a long pull. 





ANSWERS TO INQUIRIES 
(Continued from page 471) 











these bonds are outstanding, the company 
cannot create any new mortgages or 
funded obligation having priority over this 
issue. The net assets of the company are 
valued at over $60,000,000, or more than 
five times its total funded debt. For the 
past five years the average income avail- 
able for the payment of interest on the 
company’s funded debt has been $6,500,000 
against requirements of less than $760,000. 


FOR A $15,000 INVESTMENT 

_ Will you supply a limited list of sound securi- 
ties? I have ten to fifteen yay dollars cash 
for investment. My age is 65. preference 
ts for long-term bonds and A. stocks with 
an unbroken dividend record. I already possess 
bonds and stocks, some good and some not so 
good.—H. M. W. 

Owing to the prevailing low level for 
high grade bonds, and the fact that if we 
are to enjoy any prolonged period of im- 
proved business conditions, this will first 
be reflected in an advance in bond values, 
we feel it will be best for you to buy se- 
curities of this character only. For the 
purpose of investing your surplus funds, 
giving thought to the safety of both prin- 
cipal and interest, we submit the fol- 
lowing list of securities for your consid- 
eration (these issues are named in the 
order of our preference) : 

St. Louis Southwestern con. 4s, 1932; 
Peoria & Eastern Ist 4s, 1940. 

Computing - Tabulating - Recording 6s, 
1941. 

Colorado and Southern 4%s, 1935. 

St. Louis & San Francisco Prior Lien 
4s, 1950. 

Pacific Gas & Electric 5s, 1942. 

Central of Georgia 6s, 1929. 

Bush Terminal Building 5s, 1960. 


We hold $2,000 Penn-Seaboard Steel converti- 
old notes due 1923. Do you think it ad- 
to hold them to maturity, or would you 
try and dispose of them for some other bende 
more promising?—P. B. 


Penn-Seaboard Steel 7% Notes, 1923, 
are highly secured and possess fair: sala- 
bility. While the company at one time 
earned the interest on these notes several 
times over, for the past year or so it has 
failed to do so. During the year 1920 
operations were conducted at a loss of 
$379,366, and after providing for interest 
and sinking funds, the deficit amounted to 
$768,247. For the first three months of 
the current year, the company reported 
a deficit after interest and other charges 
of $230,895, and for the twelve-months’ 


period, the showing will not be much, if 
any, better than last year. 

On the other hand, the company’s bal- 
ance sheet as of March 31, 1921, showed a 
surplus of $5,124,000 and cash and nego- 
tiable securities of $861,000. 

The company appears to be in strong 
financial shape, and in view of the near- 
ness of the maturity, we feel it will be 
best for you to hold the notes until they 
fall due. 


T: iff { T: ti 

The adoption of the tariff bill by the 
House of Representatives has carried that 
measure to the second step of its career. 
It is now before the Senate Finance Com- 
mittee in a form which, although some- 
what madified during its progress through 
the lower chamber of Congress, is not 
materially different from that in which it 
was originally reported. 

Doubt as to whether the needs of the 
moment call for the passage of the tariff 
bill has evidently assailed the minds of 
not a few of the congressional and admin- 
istrative leaders. This doubt has taken 
the form of routine proposals to forward 
the reform of taxation and give it the 
primary place in lieu of the tariff. 

At a conference at the Treasury De- 
partment held on July 22 the conclusion 
was reached that a total of at least $4,- 
000,000,000 must be raised for the com- 
ing year and that while the excess profits 
tax should be repealed, such repeal could 
be effected only by imposing other taxa- 
tion to take its place. The result will 
undoubtedly be that of maintaining the 
burden of taxation at not far from its 
present state, although it may be possible 
to cut out the most harassing of the exac- 
tions which are incidental to the present 
legislation. While this may be accomp- 
lished, and so far as it goes will be re- 
ceived with satisfaction by the community, 
it is. by no means what has been hoped 
for. The experience of the past three 
months has made it plain that a reduction 
of Federal taxation is not to be an easy 
matter but that, on the contrary, it will 
be gained, if at all, only at the cost of 
the severest controversy and opposition. 

Whether in these circumstances it is 
wise to increase the cost of living through 
a very great advance of tariff duties is 
another question, and one which is now 
evidently under careful advisement. Un- 
doubtedly the best opinion of the business 
world is in favor of closing the discussion 
of the tariff and deferring it to a future 
date, while undertaking as soon as prac- 
ticable the effective reduction of taxation 
and rendering this possible by drastic 
cuts in Government expenses. On the 
latter point the political difficulties which 
stand in the way are clearly greater than 
had been supposed and are obviously ag- 
gravated as a result of prevailing unem- 
ployment and depression in business. 


The Keynote 

The National City Bank of New York 
in a recent statement says: 

“Co-operation is the keynote of modern 
business. Big jobs today are done col- 
lectively. They are financed collectively. 
The real capitalists are the people, lending 
billions of dollars, as they do every year, 
to public utilities,’ governments, cities, 
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railroads and industries. Even the dol- 
lars that you put in the savings bank do 
their share, and the premiums you pay on 
your life insurance policy; for the savings 

and insurance companies are large 
investors in stocks and bonds and derive 
a considerable part of their income from 
the interest received. 

“The methods of modern financing 
create a community of interest in which 
the thousands of lenders who have in- 
vested in bonds are protected by the 
underlying security back of the issues, and 
the increased activities made possible 
through these investments result in benefit 
to the whole community. 

“The co-operative effort of thousands 
‘ of thrifty investors has furnished the 
funds to harness the waterfall and river, 
build reservoirs and plants to furnish 
light for distant cities and power to drive 
the great machines of industry. 

“The investors’ dollars ultimately fur- 
nish the power that makes possible. the 
conquest of the wilderness, the desert, the 
mountains and the sea. Thrift and invest- 
ment are the basis of material progress.” 
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white lead, due to demand for paint in- 
cident to new building construction. This 
demand has been of special importance to 
the National Lead Co. during the past few 
months, for it is one of the leading man- 
ufacturers of white lead and other paint 
pigments. 

The outlook in the zinc trade is the 
least encouraging of all the metals, ex- 
cept, perhaps, tin. Zinc is in poor de- 
mand, and at the same time some pro- 
ducing interests are willing to sell. at prices 
suggesting financial. pressure. Although 
the present zinc production of the United 
States is estimated at little over 18,000 
tons per month, compared with a monthly 
output of 38,000 tons in 1920, and nearly 
26,000 tons before the war, the accumu- 
lated stock of the metal has shown a 
steady increase, until the supply on hand 
has reached about 90,000 tons. Zinc is 
selling around 4.20c. a pound at St. Louis, 
with high-grade metal at 5.50c. to 6.25c. 
a pound. Whenever the steel business im- 
proves, it will have a beneficial effect on 
the zinc trade, which is closely allied 
with the galvanizing business. Prior to 
the war, the galvanizing trade absorbed 
about 50% of the total zinc output. The 
zinc industry feels a general business de- 
pression intensely, on account of its de- 
pendence on the steel trade, wherein it is 
used to galvanize wire and sheets. The 
reimportation of zinc sold abroad is also a 
depressing factor. 

The accompanying graph, which illus- 
trates the zinc imports and exports during 
the first five months of 1921, shows how 
unsold stock has been increased by excess 
imports, which, by the way, are mainly of 
German origin. Although the imports 
have practically ceased, due to political 
and labor troubles in the Silesian zinc 
field, they indicate that the American zinc 
industry must meet strong competition 
from this quarter. In pre-war years im- 
portations were mainly from Mexico and 
Canada, in the form of ore, and a quantity 
like 12,000 tons was an average accumula- 
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tion of unsold metal. It is evident, there- 
fore, that the importation of a large ton- 
nage of finished zinc is sure to disturb the 
market, and that the present accumulation 
is abnormal. 





HOW TO BRING DOWN RENTS 
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pairs caused by the utter neglect and 
even vicious tendencies of the tenant. 

“Restrict the tenant at the same time 
you restrict the landlord. . 

“But when you will have done all 
these things you will not have houses 
nor cheaper rent until the combinations 
of labor and material dealers, which 
are causing these high prices, are 
broken either by law or the people.” 








The New-Book Letter 


RIS UNCERTAINTY AND 
PROFIT—by Frank H. Knight, 
Ph.D., Professor of Economics in 
The State University of Iowa. 

This book attempts to state the es- 
sential principles of the conventional 
economic doctrine more accurately, and 
to show their implications more clearly 
than has previously been done. The 
following are but a few of the impor- 
tant topics discussed in this volume: 
“Theories of Profit, Change and Risk 
in Relation to Profit”; “Change and 
Progress with Uncertainty Absent”; 
“Enterprise and Profit”; “Social As- 
pects of Uncertainty and Profit.” 

Price $3.10, postpaid. 











BUSINESS COSTS—by De Witt Carl 
Eggleston, M. E., Professor of Cost 
Accounting in The College of The 
City of New York, and Frederick B. 
Robinson, Ph.D., ofessor of Eco- 
nomics in The College of The City of 
New York. 

This book meets the demand for a 
single, authoritative treatise. covering 
‘all the principles of cost accounting for 
extractive, manufacturing, and mercan- 
tile industries of either the continuous- 
process or the job-order type, and pre- 
‘senting methods whereby all the- books 
of a concern may be interlocked with a 
practical cost system in harmony with 
approved principles. Several complete 
cost systems are explained, and the 
most recent developments in associa- 
tion cost-finding systems are outlined. 

Price $7.75, postpaid. 





THE PUBLIC FINANCES OF MEX- 
ICO—by Walter Flavius McCaleb, 
Author of Present and Past Banking 
in Mexico. 

This is a financial story of Mexico, 
developed historically. The author be- 
gins with the Spanish regime, takes it 
through the interesting era under Santa 
Ana, through the bewildering period 
of French intervention to the splendid 
regime of Diaz. He concludes with the 
story picture of disorder following in 
the footsteps of Huerta and Carranza, 
offers remedies, and forecasts future de- 
velopments. Price $2.70 postpaid. 


FIELD MAPPING FOR THE OIL 
GEOLOGIST—by C. A. Warner. 
In this handbook the author aims to 
furnish field methods that would be of 








Multiply 
Your Holdings 
4 Times 


by purchasing a greater vol- 
ume of well secured stocks 
and bonds. That is, buy four 
times the quantity of securi- 
ties that you could pur~hase 
for cash outright—ther y 
for them from your monthly 
earnings on 


Partial Payment 
Pian 


Our plan furnishes you a 
splendid opportunity to take 
advantage of the extraordi- 
nary possibilities of purchas- 
ing high grade securities at 
bargain prices. Our plan 
gives the utmost flexibility. 


Ask for Circular MW 25 
R. J. McClelland & Co. 


Investment Securities 


100 Broadway, New York 








Good Oil Stocks 
Are Always Good 


The Test Is in the Record 


NOWATA 





=! 


OIL & REFINING CO. 
Tulsa, Oklahoma 


has paid | % per month on its 
Preferred Stock for 53 con- 


| secutive months. 


Production is proved and 
steady 





Circular on request 


WILK & COMPANY 


Investments 
140 South Dearborn Street 
Chicago, IIL. 




















PUTS & CALLS 


If stock market traders un- 
derstood the advantage derived 
from the use of PUTS & 
CALLS, they would familiar- 
ize themselves with their op- 
eration. 

PUTS & CALLS place a 
buyer of them in position to 
take advantage of unforeseen 
happenings. 

The risk is limited to the cost 
of the Put or Call. 


Explanatory booklet 14 sent upon 
request. Correspondence Invited. 


GEO. W. BUTLER 
Specialist in 
Puts and Calls 


Guaranteed by Members of 
New York Stock Exchange 


20 BROAD ST. NEW YORK 
Phones: Rector 9076-9079 








Steel Common 
Studebaker 

U. S. Rubber 

Baldwin 

General Asphalt 
American International 


I have prepared a chart covering the 
fluctuations on the above stocks for 1920. 
It shows the splendid opportunities afforded 
by Puts and Calls to take advantage of 
the fluctuations on a small cash outlay. 
When trading with Puts and Calls your loss 
is at all times limited to the small amount 
paid for them, while profits are unlimited, 
or all that a rise or a decline in a stock 
permits. Puts offered on June 3rd, 1921 on 
Mexican Petroleum at 140 showed $3400.00 
met profit on each 100 share Put by 
June 20th, 1921. 


OUT OF TOWN CUSTOMERS 


teeta — 
My out of town customers who are not 
fin touch with the market are able to 
take advantage of the fluctuations with 
Puts and Calls just as though they were 
in my office. So can you. My private 
telegraph code enables you to do this. 
Write for Booklet M-W, it explains how 
they operate. Price list and a copy of 
the above chart will be included. 


WM. H. HERBST 


Dealer in Puts and Calis 


Endorsed b = of the N. Y. 
Stock Exchange 
2 Broad Street, New York City 
Tel. 1007 Rector Estab. since 1896 
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value to those geologists who have had 
little experience with the’ methods com- 
monly used in examining a territory not 
yet drilled, a work which consumes 
much of the oil Swing time. 
Price $2.65, postpaid. 


LABOR IN POLITICS; or, CLASS 
VERSUS COUNTRY—by Charles 
Norman Fay. 

This book is a defense of capital 
against the organized attack of labor, 
first because of my convictions as to 
social justice, but last, and all the time, 
because labor does not in practice ac- 
cumulate or use capital. Yet accumula- 
tion and use of capital is the vital 
thing, far more important to society, 
especially to labor, than its distribution. 

Price $2.15, postpaid. 


INDUSTRIAL LEADERSHIP AND 
EXECUTIVE ABILITY—by Ed- 
ward D. Jones. 

In this book Professor Jones, who is 
confident that administration of manu- 
facturing and operating companies un- 
der modern conditions is developing 
into a new profession, has sought its 
scientific principles by a remarkable 
study of the older professions with 
which it is most closely allied. 

Price $2.15, postpaid. 

AMERICAN FOREIGN TRADE—by 
William F. Notz, Ph.D. 

Many economic, legal and practical 
business problems that have a bearing 
on the combination movement both 
here and abroad are analyzed. 

Price e $5. 25, postpaid. 

FINANCING AN ENTERPRISE—by 
Hugh R. Conyngton. 

The first volume is “The Enterprise,” 
which gives an acute and comprehen- 
sive analysis of the problems involved 
in starting any business enterprise. 

The second volume is “The Organi- 
zation,” which gives practical sugges- 
tions for organizing and capitalizing the 
new enterprise, common mistakes and 
how to avoid them. 

Volume three gives the details of 
financing. 





THAT FIVE HUNDRED DOLLAR 
INVESTMENT 
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very few persons will have determination 
enough and will-power enough to carry 
this plan through to its logical conclusion. 
Possibly not more than one or two of our 
readers will go through with it. But what 
of that? If we succeed in starting just one 
man right, and if just that one man keeps 
‘right,’ it’s worth while to us. This Maca- 
ZINE is intended as a practical aid to in- 
dividuals; we don’t expect every investor 
in the country to follow its advice. 

“As for the time when it will become 
desirable or advisable to sell any of the 
stocks recommended, and re-invest the 
proceeds, the question of whether or not 
our man will ‘fall for some new promo- 
tion,’ as you think the average man will 
do, will depend on the care with which he 
has read the MAGAZINE in the meanwhile. 

“The MaGaziIne takes every opportunity 
to paint the average promotion in its true 
light; and we don’t believe steady readers 
will have any misguided notions about 
them.” 





BOUGHT, SOLD 
QUOTED 


NEW YORK—PENNA.—OHIO 4%s 
KANSAS CITY PR. & LIGHT &s, due 


1940 
PHILA. x SUBURBAN GAS & ELEC. 
1 

MISSISSIPPI RIVER POWER 7s 

GENERAL AL ASPHALT COMPANY &8s, 

ADIRONDACK POWER COMPANY 6s, 

1950 
NEWARK PASSENGER RAILWAY 5s, 
1930 

CONSOLIDATED TRACTION OF NEW 
JERSEY 5s, due 1 

CONEMAUGH ‘POWER COMPANY $s, 

I 

LUKENS STEEL COMPANY 8s, due 
1940 

AMERICAN POWER & LIGHT CO. 
Deb. re due 2016 

HABIRSHA W ELECTRIC CABLE 7s, 
due 

SUN COMPANY 6s. 1929 

METROPOLITAN “EDISON 8s, due 1935 


MSCowneCo 


Land Title Bldg., Philadelphia, Pa. 
Members Philadelphia Stock Exchange 
N. Y. Phone: Canal 4845 














The Broker’s 
Reference Book 


containing a wealth of val- 
uable data on all active 
stock exchange leaders and 
illustrated with 40 full page 
graphic charts will be sent 
free while limited edition 
lasts upon receipt of 10c. 
in stamps to defray cost of 
mailing. 


Write for K-14 


Rodney & Co. 


Odd Lot Specialists 


55 Broadway 12 East 42d St, 
Whitehall 1432 Vanderbilt 104636 























Profits of 50” a Year 


Can be made in the stock market—not by 
gambling, but by making speculation a business 
—by reducing risk to a minimum. 


How this can be done is outlined specifically in 
our “Speculative Bulletin” just off the press. 
We have a few copies available to you, FREE. 
This bulletin is a portion of our “Complete 
Educational and Investment Service,” the only 
service of its kind in the Financial World. 


Simply ask for Bulletin MW-A6 


American Institute of Finance 
15 Beacon Street Boston, Mass. 
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